G V860S9LL LOL} 


AMMAN 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 


https://archive.org/details/31/61116509845 


‘4 1 ae CS MM a 
7 I br | , 
ie RNa, oat 


,. ,' i \ 
* j q Hy ane? A 
P y 7) A : Ak ‘A he iv 
7 a! ae ay i ene Mi 
‘ pai hy Pi ae) ih i : 
al, : J i \ 
f y Are) \ i 4 
Para T " 
Ori hes } a | 
id ad ove toa he 
a Caer ys eee uw i 
' i hy) Mina! 1 , i) i 
we ‘ J | ulnd ot - nt, . 
A] 4A vi a Noe : ale , ba 
: 7 ve) ( A‘ ps at ot Bye 
t 7 Ly) . 1 | 
pbk Je i LLiwee ¢ 
t 7 L \ { Cae | Ae 
v a 14 4 
oe her ' PAs ye At aye! Va , 
wee? yO yo Yr 
' 
Ai le Ube e 1 | 


Pat Lory 
| | agile Paw Wes 


han ae 8 Ame a 
AN 
ion aN 


vy eee 


= 


NSA AAA 
ROYAL COMMISSION 
ON 


TRANSPORTATION 


EVIDENCE HEARD ON 


Fee 20.1950 


VOLUME 


C9 


Presented to 


Che Library 


of the 


versity of Toronto 
b 


ROYAL COMMISSION ON TRANSPORTATION 


Index Page 98 


Page 
C. BE. JEFFERSON - Recalled. Cross examination by 
Mr. Shepard continued - ----+--+--+-+-+-+--- 15747 
Noon adjournment - - ----+---++-+-++-+---. 15823 
C. EK. JEFFERSON - Recalled. Cross examination by Mr. 
Shepard. continued. -.- -.-----+-+-+-+-++-+-+s 1582k 
Cross examination by Mr. Smith - ------ - 15837 


Adjournment - - ----+-+-+-2-5-+e+-4+2++4+-e-++ee-6 15884 


& 


4 ae ae 
anf A URS 4H 


> aia 
» 


ROYAL COMMISSION ON TRANSPORTATION 


THE HONOURABLE W.F.A. TURGEON, 


HAROLD ADAMS INNIS 
HENRY FORBES ANGUS 


Ga Ravinunter 
Secretary 


COUNSEL APPEARING: - 


Pde Govert, K.C. 
G.C. Desmarais, K.C, 


A.H. Hart 


—"— hw 


Cn He Carson,. KC. 
F.C.S. Evans, K.c. 
LD. Sinclair 


. Shepard 


- MacPherson K.C., 


il Cy te 
OO Sie Sr 


) 
) 
. Frawley, K.C. ) 
- Stvth, Kye ) 


J. Paul Barry ) 


C.W. Brazier | ) 


F.R. Hume 
M.L. Rapoport 


OTTAWA, ONTARIO 
MONDAY 
FEBRUARY 20, 1950: 


K.C., LL.D. - CHAIRMAN 
~ COMMISSIONER 
= COMMISSIONER 


P. L. Belcourt 
Asst. Secretary 


Royal Commission on 
Transportation 


Canadian National Railways 


Canadian Pacific Railway 


Province of Manitoba 
Provinee of Saskatchewan 
Province of Alberta 
Province of Nova Scotia; 
Transportation Commission 
of the Maritime Board of 
Trade. 


Province of New Brunswick 


Province of British 
Columbia 


Canadian Automotive Trans- 
portation Association 


i ORE! . os YHA em 
' < on 


7 . WARE TALS 7 . ig ce 2 sa 


eh 


ROKER TIE 99 : err | 


(MOLAR LENCT 


me eS A ae ee FE 


‘ Pies led : 

aay veecoroer . Teak ) 
i) ’ ; 
th . 


iia =: SAY AHS A sgeugy 


4 ae 1. ef * a4 r 
rity Shenley On) be yar oat aut vw ies re o 
SOL: SP rorterta iy + ie J Bit sy awset! oie nae 


ia aad 


: i i. an TD eres ; oF it) a 
meets ich {ACEP ER 19 j ( stern «! i, 
J » 


: 4 . ee sada Heh 3 : 
fi Na Ps he A (aheve 22.0.9 
i i ofan’ ets a) 
° +4 
dotinel to f bis gets 


GAewersstekeeh to saentvoerd : So toe ofioam ry ae 


ee oe 
ts 
< Ca, 
; we re 
ap — i -~ > 
5 
4 
hm, 
J 
e 
tee 
per] 
— 
* 
a | 
—_ 
* 
=| 
*. 
a) 


‘ En 
. ing $ = t* é ro 4g 
) fe tae leno malts Moe: ° 
a ‘ 295 ve ah f y 
j a 3 Pad fas a sh} - 
) eet 


ty a aes & : ; 
Teen Byte tad ta sen ives f so eeeet ot 


Bia e@nery? owliveeoguaA ce Pp psre> : ofall ats : 
aa Hoise2Goeeh ao lseaies ( ilies. eB ane 
: a ap 


7 i ‘te eM ees ay ed oF pore 


a 


GH 


= Lat = 


Ottawa, Ontario, 
Monday, February 20, 1950 


MORNING SESSION 


---The Commission met at 10.30 a.m. 


C. &, JEFFERSON, RECALLED 


CROSS -EXAMINATION BY MR. SHEPARD (Cont'd) 


Q. Mr. Jefferson, during your eyidence Friday 
afternoon I think you made reference to the fact that 
automobiles were being shipped by car from Windsor through 


to Winnipeg and Regina? 


A. Yes Visi, 

Q. I wondered if you had any details on those move- 
ments? 

A As to the volume? 

Q. Yes? 

A No) sir; 

Q. I am advised that if there were any, they were 


perhaps so few that they really would not be counted to 
any extent? 

A. I don't know what the movements amounted CO, DULG 
I saw three or four articles in the newspapers and pictures 
of the carriers that carried the automobiles. 

Q. We were discussing at page 57 of Part I of the 
Canadian Pacific submission, paragraph 38, dealing with 
greater flexibility and freedom to the railways, and we 
had fairly well finished what I had in mind asking you 
about thet paragraph. I just wished to ask one further 
question, Mr. Jefferson; would it be your feeling that 
it would be preferable, in the interest of the C.P.R. as 
well as the interests of Canada, to leave rate making 
more or less up to the railways themselves? 


A. Well, I think rate making should be left to the 
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railways as it is to-day, subject to review by the Board 
on complaint from any interested party. 

Q. And the level of rates, you feel, should be 
primarily a railway matter? 

A. Yes. 

THE CHAIRMAN: Q. That is subject to the ceiling 
placed by the Board? 

A. Yes) ’sir< 

MR. SHEPARD: Q. Then, Mr. Jefferson, about two- 
thirds of the way down page 57, under paragraph with sub- 
letter (a) you refer to the protection provided in the 
Railway Act for just and reasonable rates; you refer to 
the so-called maximum or standard tariffs. I want to 
ask you if you had a figure as to the percentage of traffic 
moving on the maximum or standard tariffs? 

As I haven't any figures here, but it is very small. 

Q. 1 As I recall the evidence in the 20 per cent 
case, I think it was something in the neighbourhood of 16 
per cent? 

MR. EVANS: No. 

THE WITNESS: The standard mileage rate, it would 
beviessrthan thats I would put it this way: it would be 
less than 5 per cent. 

MR, SHEPARD: I am thinking of the class rates. 

MR. EVANS: You are thinking of "the test days" 
at 16 per cent. 

THE CHAIRMAN: What is that? 

MR, SHEPARD: My recollection having been refresh- 
ed by my friend Mr. Evans, that evidence of 16 per cent 
referred to traffic moving at the competitive rates. 

THE WITNESS: Not the traffic, but the revenue. 

THE CHAIRMAN: Derived from traffic at competitive 


rates? 
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MR. SHEPARD: That is correct. 
THE CHAIRMAN: I thought you were asking the 
witness about the percentage of traffic carried 9%n 
standard rates. 
MR. SHEPARD: That is what I was asking him. 
Mr. Jefferson told me, I think, that it was about 2 per cent, 
Q. Is that right, Mr. Jefferson? 
A. I haven't got the exact figure here,..but I would 
Say from a revenue basis it would be less than 5 per cent. 
THE CHAIRMAN: Q. Could you tell us about where 
the standard rates are made applicable? 
A. The standard mileage rates are applicable all 
over the railway system. 


Q. I do not mean that. Where is the 5 per cent 


from? 
A. Do you mean where they are applied in practice? 
Q. Yes, that is what I mean, 
A. They are applied in practice -- take eastern 


Canada, if you will, the Ontario and Quebec territory -- 
we have town tariff rates between certain distributing 
points for all points on the railway, but the town 
tariff rates are not exceeded, Where the standard mileage 
rates become lower than the town tariff rates they apply, 
and between local points in the east standard mileage applies. 
What I mean by "local points" is like very small points on 
the railway. In western Canada the same situationms 
existed: the standard mileage rate applies where distri- 
buting rates there are not lower; that would be between 
a lot of points, but in volume of traffic it would be small. 
Q. In these points between which you make standard 
rates apply is there any difference according to com- 
modities, or do you charge the standard rates on every- 


thing between the smaller points you referred to? 
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A. You apply the standard mileage rate on everything 
between the points that I referred to, unless you have 
a commodity rate that would be lower; but the standard 
rates only apply by the use of the Canadian classifica- 
tion, and of course the commodities in the classification 
take class rates. 

MR. EVANS: I was about to say in connection with 
this figure of 16 per cent which, in the 21 per cent case, 
was established by Mr. Knowles as a result of a study he 
made. Mr. Jefferson in the recent hearings before the 
Board used one of the test days, which the railway had 
obtained information for arriving at the conclusions at 
the revenue on competitive traffic rates was about 16 per 
cent of the intra Canada traffic. That was based on 
information Mr. Knowles had, and was really information 
the railway had obtained from one of the test days. 

THE CHAIRMAN: When you say "intra" you mean 
that is not international? 

MR. EVANS: Yes, my lord. 

MR. SHEPARD: Q. While on this subject, I 
wondered whether as a result of the waybill study, or 
any other study, you have available a breakdown of the 
proportion of revenue received from the various types 
of rates? Do you know what percentage is carried at 
commodity rates, for example? 

Ae Well, the waybill study, when it is completed, 
will give the Board the tabulated information that they 
required the railways to give them, and will show the 
volume of traffic between towns, and the revenue they 
moved at standard rates and special rates, and commodity 
rates and competitive rates. 

Q. I take it from that answer that your company has 


not made such a tabulation? 
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A. We have not, no, sir. We have taken these 
waybills for the test days, that the Board asked us, and 
we attached a sheet to the waybills giving the Board the 


information they required, but we have not made any 


tabulation, 
Q. That is yourselves? 
Ae, Ourselves. .. . Of the information contained 


on the waybill, that one day, but only for the competitive 


traffic and not for anything else. 


Q. I should like to turn to page 63 -- 

COMMISSIONER INNIS: Before leaving that, Mr. 
Shepard, has the Board imposed any limit on the rates 
which might be considered developmental rates? 

Q. Mr. Jefferson, I notice you say developmental 
industry. Do you have complete freedom in determining 
the rates for developmental industry? 

A. We have complete freedom in making freight rates 
to develop industry to-day, subject to complaint of any 
party who may think the rates are too low or too high; 
then the Board will determine what is the proper rates. 

Q. Has the Board ever made any pronouncement on the 
question of developmental rates? 

A. NOt that. heve in mind, no, sir. 

MR. EVANS: I think perhaps the answer to the 
question, Dr. Innis, is this, that the Board will not 
initiate such rate but assuming unjust discrimination is 


mot shown, the Board will approve rates put in by the 


railways. 
COMMISSIONER INNIS: 4. Another point is, you 
maximum 
refer to the movement of the/ameuntd traffic. That was 


one of the objectives of the railway, presumably. Is that 
more important than getting the maximum amount of revenue? 


(Page 15753 follows) 
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A. No, sir; but you cennot get the maximum amount 
of traffic unless you make the rates such 3s will move 
the traffic. 

Q. Yes, but you cannot get more revenue by 
adjusting your rates to a certain type of traffic? 

Be Busiifethertraffic didinot move--- 

Q. Well, I am assuming that the traffic moves. 

A. Well, I will put it this way, that in our 
work we try not to make the rates any lower than we have 
to to develop or move the traffic, 

Q. Then your primary concern is revenue rather then 
tratiic? 

AstyWeblpnat ws»both: 

Q. But you do not take traffic which does not bring 
you enough, or on which you have to lower the rates to the 
point--- 

A. If in meking e rate to develop the movement of 
traffic it was such that we considered the traffic com- 
pensstory, then we would not make the rate. 

Q. But your objective is really the maximum amount 
of revenue? 

A. The maximum amount of revenue that will move the 
Vrettic, yes, sir, 

MR SHEPARD: Q. Then on page 63, Mr. Jefferson, 
of Part I, paragraph 41 from your Outline Submission is 
included, and I would like to read it first: 

"Generel freight rate revisions are required 
when the level of rates authorized becomes unjust and 
unreasonable to either shivpers or the railways on 
account of changing conditions or cost of transport- 
ation but these can best be carried out by the Board 
of Transport Commissioners within the framework of 


the Railway Act and in the light of the knowledge 
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end experience of the Board and its staff." 

I wented just to discuss with you for a moment the lest 
line of that statement in particular, I suppose you 
would agree with me that before the fall of 1946 there 
had not been a general rate case for twenty years? 

A. That. is'rignt.. 

Q In Cenedea. 

A Not since the 1927 judgment of the Board. 

Q. The 1927 judgment? 

A Yes. 

Q. So that there wes e period of about twenty years 
when the Board itself end its staff was not concerned 
with matters that normally come up in a general rate case? 

A. Only to the extent that anyone might file a 
complaint with the Board, 

Q. Yes, but in fact there were very few complaints 
rated? 

A. Of a general character; specific complaints. 

Q. I suppose you have personal knowledge of the 
personnel of the Board, and you would be aware that there 
had been substantial changes in the personnel between the 
rate cese of 1927 and the rate case that started in late 
1946? 

A. You mean in the Commissioners? 

Q. The Commissioners themselves, and in their staff? 

A. Well, not in the staff, but the Commissioners were 
different in the 1925-27 investigation and in the 1946 case, 

Q. You ere not suggesting thst the personnel of the 
Board staff was the same, are you, twenty years later? 

Se I am so far as the Chief Traffic Officer of the 
Board is concerned. 

Q@. He wes the Chief Traffic Officer in 1927 and he 


also was in 1946; is that correct? 
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- Oh, yes, he was there since 1922, 


A 
ae Q. As Chief Traffic Officer? 

A, -' Yepy' Sim, 

Q. What assistants has he got? What staff has he 
got? 

A. Well, he hes an assistant -- I think two 
assistant directors and ea staff of clerks, I don't know 
how many. 

Q. How long had his two assistant directors been 
with him in 1946? 

A. Well, one had been there a good many years, but 
the other one, I don't know how long really he hed been 
there; a number of years, but I cannot give you the exact 
time. 

- Had either one of them been there in 1927? 
« One, of them, yes,.sir, 


Q 
A 
Q. One of them had been? 
Asay VEG aL s 

Q 


Do you know how long before 1927 he had been 


ie BNO ai, could nob tell you that, 

Q. Are you familiar with the type of expert assist- 
ants that the Board had in its staff? 

Bie GOs Vee vel Gm, NLOt.. 

Q. Do you know whether prior to 1946 they had any 
Chartered Accountants on their staff? 

A. I do not know. 

Q. Do you know whether they had any economists on 
Lheir' 36 aff 

A. Not that I know of; I do not know. 

Q. Or qualified engineers? A. Well, they had 
engineers in their engineering and operating department, 
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Q. Do you know how many? 

B. Noy. hrc 

Q. Then, Mr. Jefferson, would you turn to page 70 
of Pert I. The general heading of "Competitive Rates" 
starts on that page, and there are several peregraphs, 
namely, numbers 46 to 51, quoted from the C.P.R. Outline 
Submissions, I wanted first just to clear up one small 
point in paragraph 46, The second sentence reads: 

"The level of a competitive rate is not set by the 

railway but by the competition." 

Actually that is not strictly correct; the railway does 
set it after attempting in its own judgment to decide a 
level they have to set it at in order to meet competition? 

A. Yes, but we do not set the rate that is made 
necessary for the competitive rate. 

Q. Would you mind just explaining that? 

A, Well, if the water lines or the trucks moke a 
rate from point A to point B lower than the rate of the 
railways, and the railways want to meet the competition, 
then they either meet that competition by meeting the 
rate of the truck or water line or obtaining something 
higher if they can get something higher and still obtain 
the traffic. 

Q. Yes, but it is a matter of judgment as far as the 
railway traffic department is concerned to determine what 
rate they should fix? 

A. Quite right, but I do not think you have got the 
right interpretation of the word "set", We do not set the 
rate; we meet the rate, 

Q@. Oh, I see what you mean, In railway perlance, 
you set a rate when you have the field to yourself? 

AS oven, ate nthatelts fright. 


Q. But you do not set any rate where there is compe- 
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tition? 

&. No; we meet the rate that is set by our competitor. 

Q. iI understend. Then I think you have said in your 
evidence, Mr. Jefferson, that you would not knowingly fix 
a rate that did not meet Mr. Walker's tests -- that is, 
that it would be no lower than necessary to meet the com- 
petition, and that it would elweys pay the out-of-pocket 
cost plus something in addition? 

Pee ine OF ais) rebeht, 

Q. And I suppose the fact is, though, that you do 
not know that every rate would meet that test? 

A. Only by the tests which I gave in my evidence 
that I said we used. 

Q. Which is the system everage of car-mile earnings? 

A. Either system or Eastern Region or Western Region 
or whichever region we are working in. 

Q@. You do break down the car-mile earnings into 
various areas, do you? 

A. (Oh; yes; that is in our submission. 

MR EVANS: He also gave six or seven tests -- 
length of haul, ton-mile esrnings, and so on. 

MR SHEPARD: Yes, I remember those. 

THE CHAIRMAN: I did not hear you, Mr. Evans. 

MR EVANS: I was just reminding Mr. Shepard that 
in Mr, Jefferson's evidence he gave several tests -- length 
of haul, ton-mile earnings, end quite sa number--- 

THE WITNESS: Empty car movement, and many other 
things. 

MR SHEPARD +69 2 4. Bub, I ithink you Said beforesan 
your evidence that there is no wey of doing an accurate 
cost study end extracting the various components of the 
cost of any given movement? 


A. Between any two points on the railway, I say no, 
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Q. It would be an impossible task? 

AVS Yes, “str, 

Q. Then I would like to direet your attention, Mr, 
Jefferson, to paragraph 49, and I think perhaps I had 
better read that and then we can diseuss it: 

"In such circumstances" -- 
you are ,pérerring® ‘still to competitive rates -- 
AES community, in which the railway does not have to 
compete with other trensportation agemies, does not 
suffer when the railway establishes competitive rates 
in another area. The lower level of transportation 
charges in the competitive area would be effective 
there even if the railway had not found it necessary 
to reduce its rates in order to secure or retain 
traffic, " 
Now I would like to ask you,sit you teould,’ to explain the 
Second sentence there before I deal with some questions 
that have arisen in my mind on the first part of the para- 
graph, You say: 

"The lower level of transportation charges in the 

competitive area would be effective there even if the 

railway had not found it necessary to reduce its rates 
in order to secure or retain traffic, 

A. Yes; it seems to me perfectly clear, 

Q. In other words, you are suggesting that if there 
WaS no competition in one area there would be other 
factors that would reduce the rates in that erea? 

A. No, no. What that second Sentence says is this: 
Take a hypothetical case again, from point A to point B; 
if you have a competitor neming a rate we will Say of 20¢, 
and the railway rate is 25¢, it does not affect the Shippers 
in a non-competitive srea if we meet the 20¢ rate in the 


competitive area, 


“pitt eaih dhir sack > aerial a if | 
rt it ,astencone- astanecetteds; neste. leskoaiaaaae t) aaan 
auden setiicbanoo sedeuitetes: youtien ehtundy geviae, ” a . 
govietironeroyd Ts: Twat sewed of? ede wodibepe ab « ar _ 
wuitttee tie, Af titwow neun stetdteqnon! | ork mike anibenedto- | pad 
“wreasonais SE ine? tow bet qemibes adit ho, aeve omen: 
(Mixgien coy Sayoen. off apap. tuk oedety She DONE. Om; 
| sf ghkten’ 
+03: oie tgzs. of Bie: wow EE uy wee em eae iniyow, t now ‘ 
en: serie shoe chin Set: i ones aneht seretnes Hrpoes. 
mE htt he deo teat) add mo. Bunt: ‘ft ae . pens: owert dsrit 
whee wo dyes 
add ‘mit eoyvedd. cotta dmgedets Im Lawak Tomek ose” 
angst ts ae erent ov ideetts oe ie Eascae aG@te arid biagmoc. 
Feticn adi soubey' ot + ms yea 4b beaye? gost Bed yawites 
a i)tict aledaxr so ecusse oF tebaa af 
™ ofo ylteotiea on of armaee Et geek 44 
ones? tt 22°92 pabteonsiic ste boy ~Rbvow Medvo at «+o 
yotde ad EBfwor or|ecdt sets geo Ab emidbdegsos out SOM 
tsetse CSAs ni seder ont aouhes Hleew feds siogest & 


sigd ef ase Senedase fragse Ged GaSe yO .OK 4A 


18. Yniog of A Uatag' mort .Gisac neo Mpattens age: 6 nist. i 
.ROS Yo vse Cliv bw ote se qrebiier nod} eeqmes & eval vox ut 
Mrondisa eft Jostie dom ssob th hao ot Stee Gewhles ey ons 

efit ml ston YOS shd Yeon aw TE sere, eve weqmpo-nad 4 at ' 

\ 


-15759- Mr. Jefferson, cr-ex, 


COMMISSIONER ANGUS: The word "there" seems to 
refer to the competitive ores, 

MR SHEPARD: Perhaps it does. I am still not 
too clear in my mina, 

THE WITNESS: "The lower level of transportation 
charges in the competitive sres would be effective there"-- 
that is, the competitive area, 

COMMISSIONER ANGUS: Q. In the competitive area? 

A. Yes, sir; even if the railway had not found--- 

THE CHATRMAN: @Q. You Say that the lower level 
would be effective in the competitive area even if the 
railway had not found it necessary to reduce its rates? 

A. “wes, isir, 

Q. Be effective then by other carriers? 

A, Yes, sir. Say a truck line from point A to 
point B makes a 20¢ rate, and our rate is 25¢; now, if we 
meet the 20¢ rate, then that does not affect anyone who 
may be shipping from point C to point D that is not in the 
area at adi. 

MR SHEPARD: Q. That was the next point I was 
coming to, Mr. Jefferson. You say that does not affect 
anyone in snother area? 

As Yess “alr, 

Q. I just wanted to explore that with you 9 little, 
Let us suppose thst this 25¢ rate you spoke of was in fact 
reduced to 20¢? 

A. Wes, Sin. 

Q. And you continued to haul the same volume of 
traffic that you had formerly hauled at the 25¢ rate, but 
you only collected 20 ¢, because you had reduced your rate; 
would not that have the effect of reducing your revenues? 

A. It would have the effect of reducing--- 


Q. Your total revenues? 
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A. Yes, but the railway would not reduce the rate if 
it did not think it would capture some of the traffic it 
wes losing. 

Q@. Oh, I see, Your idea is that you reduce the 
rate from 25¢ to 20¢, and you pick up enough extra treffic 
as a result of doing thet to offset the loss in revenue? 

As Aa Se bight ss bhab is.oum aim 

Q. But supposing you should only retain the traffic 
that you had as a result of that reduction, would you not 
reduce 167 


A, That is where the question of judgment comes in. 


(Page 15763 follows) 
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Q. I appreciate that. 

A. Now, if we felt that by reducing the rate 
from 25¢ to 20¢ we were not going to get any more 
traffic than we did at 25¢, we would not reduce the 
PTacesey all. 

Q.- .And you would let all the traffic go? 

A. it would not all go if we thought in our 
judgment we would retain only what we would get. 

Q. But there might conceivably, I would think, 
be a circumstance where by failing to reduce from 
25¢ to 20¢ you would lose all the traffic that you 
formerly carried at 25¢ so that if you make the 
reduction to 20¢ you retain that same volume of 
traffic, but you do not acquire any moretraffic 
that would be possible, would it not? 

Ay Noo sip it  himey say son Tudo not think 
your statement is consistent. If we did not feel 
that we would get any more traffic by reducing the 
rate from 25¢ to 20¢, than we had at 25¢, we would 
HOt Teduce the wavewat ail. Tf we were satisfied 
we were not going to get any business even if we 
reduced the rate, we would. not reduce 17. 

Q. But if you were also satisfied that if you 
failed to reduce from 25¢ to 20¢ you would lose 
the traffic that you were then carrying? 

A. Certainly, but there would be no use in 
reducing it if we were not satisfied we were going 
to recapture some of it. 

@. I think we are not thinking along the 
same lines. You are thinking of traffic that is 


already lost; I am thinking of traffic which you in 
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your judgment are sure you are going to lose if you 
do not make a rate reduction? 

An» Y66,. 1 wer do not make a rate reduction in 
our rates, but we would not reduce it if we were 
not satisfied we were going to get it. We would not 
reduce it if we were not satisfied that we would 
get more than we were getting. 

Q. I thought you said a moment ago that by 
reducing a rate you would always get more traffic 
than you formerly carried? 

A. That always comes back to the same case - 

THE CHAIRMAN: How can that be? Before 
the competition came along you got all the traffic? 
You had a monopoly? 

Ai NOS ee Sats 

Q@. And you were charging 25¢ then? 

A Yes, Sir. 

Q. And along comes the trucking competition 
and you have to reduce to 20¢. Even with that 
you do not get it all; you still lose some of the 
crarriic? 

A. it would be 4 case of take it or leave it. 

Q. Well, how do you account then for the 
difference between the 25¢ that you were getting when 
you had a monopoly and the 20¢ you are getting now? 
Even if you get all the freight you are still getting 
less revenue, aren't you? 

A. But if we had not reduced the rate, we 
might not have got any. 

MR. SHEPARD: I was wanting to know how 


you make up for that? When you had the monopoly in 


idee anes lee oath na Ab 8d A 4. 
CLOW OM a “ht soubor on ‘ities ce on waco 
don Hhiuaw : a ah tex oot preton - ahaalh an! sesotiag 0 dag 
Gates on utsitis ibe feutitse story oeraw owt ‘ais 


rea 
rape 
uu 


Si onsw ae est “segesen “ann 


i 


“ee add 288 Anema +2 Pee wey otal | 


‘tuoi 

oftted emem ten -aysnis “bibunw sidy acer 8 anita 
| gerber wilresrega) Ot neta. ‘i ry 
| | wy hy 

~ SAaRO omee Galt at mons Sone erantts ecoitt ot r | 

exoisd Sad Use eo woe IEA mp ar 
So lttoax ; sat [fs 3$o3 Boy Snes sms mo Letinegtiess cata ~ ‘ Di 
| eyloqonom A Bed we 
The <08t me | af | 
Meds YES aenkoreris OTE aos iver ie . - ss 
. 2a eet Ye? ea 


soitvivequos sanhieows es asco pros bok 2 


jedy div nav JOS Of sauher oF sved roy bias * 


sit 10 omce osof igtda soy, ifie Jb Sse Fon Gb voy, ~ ye 
? Ae 


tolttisyt 


ad 
, wa 
Dy 


-?h eysel qo ¢f 948% to sean Ss Sd bivow er | 


sdt 10% norte Jnue998 HOY ob wor Wer ee 


~ 


\ 
_ féedwy aaidisn sraw- voy sen# ice ort daswited omen ATR 


{won Bitdtes axa noy SOS ‘edd bers. iLogonom A ‘bed yoy a Prat 
afttiges {tltda ove oy tile tert art. ile 193 voy 3 nove a 


; : t ah Se ¢ « : ve i fa 
; : _ Moy ro De suneven aol a 
SW. .S3Sx on? hosubor Jom bad Adens Hi i i if 
i* tay: J as i 
‘ evad dom ae 
wae tay wes isa 7 


wot word og ah igre corr been od 


tl vloqones arid es 00 


vey is 


Flin ry Te, . | 440 


- 15765 - Mr. Jefferson cr.ex 


that area, you got 25¢. The competition comes along 
and after that you get only 20¢ - 

THE CHAIRMAN: Then, those who live in 
areas which are not competitive and who are Bas 
paying the higher rate of 25¢, they think that they 
are contributing to the revenues which you are 
failing to get in the competitive area whereyou have 
to reduce to 20¢. And that is the provbiem,* I think? 

MR. SHEPARD: That is exactly the point. 

THE CHAIRMAN: How do you answer that? 

What do you say in that case? 

THE WITNESS: We would not get the business 
at all if we did not reduce the rate and if by 
reducing the rate we can still make some money, then 
it does not hurt the party in the non-competitive 
area if we meet the competition. 

MR. SHEPARD: The Chairman really covered 
what I was really leading up to. My point is, that 
you have now said that you would obtain less revenue 
by reducing the rate? 

A. But it depends upon which instance we are 
discussing. 

Q. I am just discussing the general question. 

A. You cannot discuss it in general; you have 
to take each case. 

Q. I can, but apparently you cannot. Let us 
take a hypothetical case. You have got a fixed 
volume of traffic. You were charging 25¢ and you are 
now charging 20¢ on the same volume of traffic. Now, 
by simple arithmetic, you come out at the end of the 


year with less revenue for hauling that volume of 
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traffic at the reduced rate? 

A. Quite so, but we would have had still less 
revenue if we had not got the business at all, and 
if we can make money on the traffic at 20¢, it is 
then in the interests of everyone if we meet the 
competition. 

Q@. I quite agree. Then, if the drop in 
revenue from that volume of traffic had not taken 
place - I am suggesting now that if there had been 
no competitive force that required you to reduce that 
rate, and I want you to understand that we approve 
and understand the reasons why you must reduce your 
rates to meet competition? 

Ripe CS Sit 

Q. Subject to the tests that we all know about. 
But there would have been a higher total volume of 
revenue if you had not reduced that rate? 

A. If we had not reduced the rate? 

Q. Yes, and you had retained the traffic? 

A. If we had retained the DPellie SVves wept 
we felt that to be the situation we would not reduce 
the rate. 

Q. I agree. Now, with that higher level of 
revenue, and this is purely hypothetical, it might 
not then be necessary to raise rates in non-competitive 
areas in Canada. What I am getting at is, that the 
fact that you are forced to meet competition in one 
area results or might result in having the rates 
higher than they would otherwise be in another area 
and the only reason I am bringing this out at all is 


that you make the bald statement in paragraph 49 that: 
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"A community in which the railway does not 
have to compete with other transportation agencies 
does not suffer when the railway establishes 
competitive rates in another area." 

A. Well, he does not suffer if we are making 
some money out of the competition and we found it 
necessary to meet the competition. 


Q. 


u 


But surely he suffers if you are making 
less money than you would if there was no competi- 
tion to meet? 

A. Heris suffering if we make = - 

Q. Less money than you would if there was 
no competition to meet. In other words, if there 
was no competition, your rates would remain at a 
higher level? 

A. And we would still have the business but 
that just was not the case. 

Q. IT-know that. 

COMMISSIONER ANGUS: Your point is, Mr. 
Shepard, that the cause of the suffering is the 
competition, and not the action of the railway? 

MR. SHEPARD: Absolutely. I am not 
disputing the railways action in reducing the rates 
but I am trying to point up the fact thatthe impact 
of meeting competition in one area is definitely 
felt in another area becausde the railways cannot 
from all sources, competitive and non-competitive 
areas alike, acquire sufficient revenue to meet all 
their obligations. 

THE CHAIRMAN: Can you tell me where 


you are leading to from there? 
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MR. SHEPARD: I am just going to drop it 
there. 

THE CHAIRMAN: Are you leading to this 
point then, that if with these competitive rates 
they save something of the traffic, what then would 
you do in the otner areas where there is no competition? 
You see, if the railways do not meet the competition 
in the competitive areas, the deficit would be all 
the larger. 

MR. SHEPARD: That is correct. 

THE CHAIRMAN; Then what is ae desire 
of the non-competitive areas? Do they say that 
"Regardless of the consequences when the rates in 
the competitive areas go down, our rates ought 
to go down too, to the same level"? 

MR. SHEPARD: No, we would not say that, 
elie 

THE CHAIRMAN: What do you say? 

MR. SHEPARD: What we would object to, is 
that when there is a sufficient volume of competitive 
traffic at what we might call "depressed rates" and 
if that volume of competitive traffic increases 
Substantially in the future, it does not seem fair 
and reasonable to the people paying the long-haul 
traffic charges that those rates should indefinitely 
be expected to pay more than an ordinary return 
on that traffic in order to make up for the some- 
what depressed return on the competitive traffic. 

COMMISSIONER ANGUS: Is it your suggestion 
that the railways' competitors should be handicapped? 


MR. SHEPARD: No, sir. 
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COMMISSIONER ANGSS: That what they are 
doing is something unnatural and that you should 
be protected against it? 

MR. SHEPARD: No, I do not think I would 
go that far. The question is really the most 
important aspect of this entire investigation as far 
as I personally am concerned, and it goes seem to 
me that you are meeting an increasingly difficult 
competitive situation between the various forms 
of transportation, and if I knew the solution, 

I would be a very valuable man, I think. 

THE CHATRMAN: You see, if you take a 
certain portion of the country where there is 
competition and great competition ana consequently 
a lowering of the railway freight rates in order 
to retain part or all of that traffic, and on the 
other hand in the western areas there is much less 
competition and, in some areas, none at all, and 
consequently the rates will remain at 25¢, then 
there is bound..to-be,. isn't there, a difference 
between the level of rates in the east and the level 
of rates in the west; that is, with the competitive 
area being in the east and the non-competitive area 
in the west? 

MR. SHEPARD: I think that is so, yes. 

THE CHAIRMAN: You told us in the 
beginning of your case here, that that discrepancy 
has very largely decreased. I think today it is 
down to six and a fraction percent. How much more 
can you decrease it under the circumstances? 


MR. EVANS: It actually has decreased to 
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nothing now. Our figures show that it is practically 


nothing. 

THE CHAIRMAN: You think the facts are 
that way? 

MR. EVANS: We have shown that in our 
Brier. 


THE CHAIRMAN: I think I have in mind 
the evidence given by Mr. Moffat’ and I think 
those are the figures he put. 

MR. SHEPARD: Six and a quarter percent. 
I think perhaps Mr. Evans had in mind the inclusion 
Of VEYatn Cra. 1¢ Whieh redauced it, I think,” to 
three something percent. 

MR. EVANS: No , we used later figures, 
down to the end of June or July 1949, and we show 
TnVOUP DPLeL, andr 2. Willi curn that up, that: Gsing 
Mr. Moffat’ 's method and excluding grain traffic 
which Mr. Moffat /is only a miner factor, that it is 
practically zeros it 18 a decimal point. 

COMMISSIONER ANGUS: Is yaur point really 
this; if the area of sompetition increases , the 
hard core of rate's will be affected by it and one 
effect of it will be that the rates in the non- 
competitive are as will be continually pushed up? 

MR. SHEPARD: Yes, sir, I was going to 
develop that in a moment. 

THE CHAIRMAN: But, Mr. Shepard, then 
what would you do about that sort of situation? 

MR. SHEPARD: I wish I knew, Mr. Chairman. 

COMMISSIONER INNIS: Yo,uare anxious that 
there should be every preoaution that these 


competitive rates should be compensatory? 
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MR. SHEPARD: Yes, sir. 

COMMISSIONER INNIS: And you are anxious 
too that when the increases take place that they will 
not be unduly severe on the non-competitive terri- 
tory since they cannot be increased on the competitive 
territory? 

MR. SHEPARD: That is the basis of our 
attitude, yes, sir. 

MR. EVANS: The page in our Brief is 
page 66 of Part II and the table there shows that 
using the year 1948, and using Mr. Moffat:'s 
method, the difference is now 3% - 2.9, and using 
later figures as of June 30, 1949, including all 
traffic, .003%. 

MR. SHEPARD: Mr. Chairman, if I may say 
So, that is highly gratifying to the west to have 
that result shown. One of our contentions, or one 
of our submissions, was, that there should be some 
method - we were not bold enough to suggest the 
exact method, but there should be a method to 
ensure that when the level of rates did come close 
to parity, they should not then be dislocated at 
a later date. Then you are faced with the problem 
we have just been discussing. If the volume of 
competitive traffic in the east should next year, 
or the year after, . increase substantially, 
it is bound to throw the level of rates out of 
kilter again east and west. That is pointing up 
the problem. 

MR. EVANS: What will actually happen 


is that the west is a greater potential ground for 
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truck competition now, because the east is pretty 
well developed now, and the west is going to develop. 

THE WITNESS: The figures on page 16 are 
not a true story today, because the rate level in 
the west would be lower than the east if these 
figures were brought up to date. 

THE CHAIRMAN: Did you say, the level in 
the west would be lower than the level in the east? 

A. Yes, sir, if these figures were brought 
up to include the whole calendar year, 1949. 

MR. SHEPARD: How often is that result 
shown in the history of the Canadian Pacific 
Railway? 

A. What do you mean "how often"? 

Q. For how many years in, say, the last 
fifty years, have the rate levels been higher in 
the east, than they have in the west? 

how Welherhidentt know. Idosnet. think these 
figures of Mr. Moffat's.. are correct anyway, 
because he excludes the grain. 

Q. We haveheard a great deal about the 
criticism of Mr. Moffat's theory, but you do not 
know about the past years? 

A. I cannot give you the figures for past 
years 5 ono. 

Q. Now, I wanted to discuss with you, Mr. 
Jeffenson@niss. beioratiic p4Starting sfire tron page 


74 of Part I - 


MR. EVANS: That is carload traffic. 
MR. SHEPARD: Well, I want to gather some 


figures now, from various pages and then go on to a 
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discussion of l.c.l. traffic. At page 94 the heading 
Character 

is "As to the Compensatory/of Carload Competitive 

Rates", and down at the bottom of the page, there is 

a table which says: "The Average Revenue at Motor 

Truck and/or Water Competitive Rates", and the 

second column shows:-"Average per Car Mile Revenue 

64.5¢". You see that, do you, Mr. Jefferson? 

A. Under the "Motor Truck and/or Water 
Competitive Rates", yes, sir. 

Q. Then the next two columns to the right 
are headed: "System Average Revenue, for year 
1948" and the right hand column is headed "Average 
per Car Mile Revenue" and shows 35¢? 

A.- “Yes, sir 

Q. And then at the top of page 75 this 
statement appears: 

"Tt can readily be seen that these rates 
are, generally speaking, compensatory, because 
they are returning to the Canadian Pacific 
revenues substantially in excess of the system 
average "9 
Aw + "Yes first: 

Q. So that you say that those rates are 
compensatory for the one reason stated in that 
sentence which I have just read? 

An YOeS, Sein. 

Q. Then, switching briefly to page 95, we 
have the same type of table shown with reference 
to transcontinental rates, and the second column 
shows: "Average Revenue at Competitive Transcontinen- 
tal Rates, Revenue per Car Mile 38.1¢;". Do you 


see that? 
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Ais) NOB 

Q. And then the system average is shown again 
as 35¢9 

Als: Bes ee tag. 

Q. Then, turning back to page 94, Mr. Jefferson, 
you deal with this question of the compensatory 
nature of transcontinental rates in two statements, 
one as to the east-bound traffic which is the last 
sentence of the top paragraph. It starts five lines 
from the top of page 94, and you say: 

"In view of the long haul involved, and 

in view of the fact that only two items on 

the table indicute carmile earnings below the 

System average, there can be no doubt that 

these rates are reasonably compensatory"? 

Ae Yes) san 

Q. And in the middle of the next paragraph, 
and the next paragraph deals with west-bound trans- 
continental traffic, the ninth line, you say:- 

"In view of the long haul there can be 

no doubt that these rates are also on the 

whole compensatory"? 

A. Yes, 4x5 

Q. And that is a statement based on the per 
carmile earnings compared with the system per carmile 
earnings? 

MR. EVANS: Per ton mile. 
MR. SHEPARD: He has not mentioned per 
ton mile, Mr. Evans. 
MR. EVANS: He has, in this very paragraph 


you are reading. 
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| MR. SHEPARD: Oh yes, you are quite right. 
That is right. 

THE WITNESS: What page is this? 

MR. SHEPARD: 94. Mr. Evans has pointed 
out to me that before the statement as to the 
compensatory nature of the transcontinental rates 
is made, you had referred to ton mile earnings as 
well as carmile earnings? 
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i Then turning, Mr. Jefferson, to page 89, you 
Show a similar table at the bottom of that page, showing 
the average per car mile revenue from agreed charges; 
the system average, 81.2 cents -- the last item of the 
second column? 

A, Yessrsirs 

Q. And again we have the system average of 35 cents? 

Re That is right. 

Q. On page 90, at the top of the page this state- 
ment is found: 

"It will be seen that the average per car 

mile revenue from agreed charges is substantially 

in excass of the average per car mile revenue for 

all traffic for the year 1948 and they can there- 
fore be taken as compensatory." 

A. Yes, sir. 

Q. So that you draw the conclusion that your agreed 
charge revenue in traffic is compensatory because your 
revenue exceeds the per car mile system average? 

A. Having regard to the competition which we have 
toemeet, 

MR. EVANS: The brief says "substantially in 
excess." 

MR. SHEPARD: @. Mr. Evans points out that the 
brief says it is substantially in excess of the car mile 
average? 

A. Yes, sir. 

Q. I have now pointed out the competitive per car 
mileage of 64.5, transcontinental 38.1 and agreed charges 
Sie 2s I presume that all these figures were caleulated 
from your own sampling of waybills? 


A. Yes, sir, which I have explained in my evidence, 
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Q. In other words the figures that you arrived 
at were statistical averages? 

A. No; Sir. 

Q. Based on samples?. 

A. Not statistical averages; they were actual 
averages on samples used. 

Q. But the sample was a small portion of your total 
Crarric? 

Ae That may be; you couldn't take all the traffic. 

Q. Lf agree; I am not criticizing you. You could 
not take more, because I realize your large traffic. 

A. But we did not try to take the ones that were 
the best for’ us’. 

Q. Then, Mr. Jefferson, I just want to go through 
the method of computing these figures? 

A. Are you in the appendix now? 

ay Yes, I am, the appendix at page 81. Dam not 
going to repeat what you covered in your direct examina- 
tion, but I want to make sure that I understood the 
calculation that was made when you arrived at these 
averages. This statement on page 81, the tabulation, 
relates to competitive rates from British Columbia points 
to destinations in eastern Canada. .. moving at Beats 
pound transcontinental rates. I presume that the same 
method was followed in making this calculation as was 
made in the other instances we have been discussing? 

A. What do you mean by the same method? 

Q. The same method of arriving at your end result 
on that page we are looking at -- 35.3 cents -- you follow 
the same standard pattern in developing these figures 
for competitive rates and for agreed charges as shown here 


for transcontinental traffic? 
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A. They are all determined in the same manner, yes. 

MR. EVANS: May I remind you that we also took 
the commodities in Mr. Frawley's brief, and made the 
separate table on page 127 of Part II, That may indicate 
we are quite prepared to take somebody else's commodities 
and test them. 

MR. SHEPARD: I was not suggesting for a minute 
that this was a loaded table. 

Qe There is one paragraph, Mr. Jefferson, in Part I 
of your brief that is I think a déscription of the method. 

THE CHAIRMAN: What page? 
MR. SHEPARD: Page 74, 

Q. Perhaps before proceeding to look at that table 
further I should read that paragraph. It is the second 
paragraph on page 74; I realize we are now back at 
the carload competitive rates, but from what you tell 
me the same method was followed in the other calculations. 
The second paragraph reads: 

"The movements listed in the table were 

not selected with the idea of showing only rates 

which are compensatory. The movements in 

Eastern Canada were picked at random from the 

tariffs after which the waybills were obtained 

from the Accounting Department records. These 

waybills were checked and the average weight 

taken for the first ten cars shipped in the year 

1948. In a few cases the entire movement for 

1948 was taken where the total movements amounted 

to less than ten cars.” 

Now that is a short description of how you went about 
making these calculations? 
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Ot Then back to page 81 of the appendix, Mr, 
Jefferson, this is eastbound transcontinental traffic, 
and it covers twelve different items, shown under the 
heading of commodities, on the left-hand side of the 
page? 

A. Page 81? 

Q. Page 81. 

A. There ave only six commodities, 

Q. Yes; there are twelve different movements and 
six commodities, two movements for each? 

A. Yes, sir; that is Montreal and Toronto. 

Q. These movements for commodities were picked at 
random, you say at page 74 of Part I? 

A. Yes, bearing in mind that we wanted to pick 
commodities where we knew there was going to be a volume 
of movement, like canned fish or canned goods, and things 
of that kind. 

Q. You did pick commodities where you knew there was 
going to be a volume of movement? 

AY Oh, yes. 

Q. Then you did not pick them at random? 

A. Well, at random, but bearing that in 
mind; we did not want to take commodities on which there 
was no movement. 

Q. Did you differentiate between commodities on 
which there was no movement, those on which there was some 
movement and those on which there was a great deal of 
movement? 

A, If we picked a commodity and found by getting 
the waybill that there wasn't any movement, we wouldn't 


take that commodity. 


Q. So that these items are picked at random except 
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that they represent actual traffic? 

A. That is right. 

Q. I suppose it would be fair to say that some of 
the items shown are shipped normally in large quantities 
and some in small quantities? 

A. That is right. 

Q. These are the actual figures on this table; they 
don't attempt to weight for the variation in volume of 
traffic between commodities? 

A. Oh, no; the average loading weight is the average 
weight of actual shipments. 

Q. My point is that these are actual shipments; 
it doesn't bring out the weighted result? 

A. Weighted result? 

Q. 1a 

A. They bring out the weighted result. You mean 
as between commodities? 

Q. Yes. 

A. No; one commodity has no relation to the other 
in; thay respecc. 

Q. So that if you had a very large movement of 
canned fish and a very small movement of cocoanut oil, 
they would have an equal effect in obtaining your end result 
in this statement? 

A, That is right, 


Q. Did you consider the other items shown here, the 


six items -- my copy is not too good -- there is canned 
SEB Lie ye 
he Canned goods. 


Q. Fish fresh frozen, and I do not know what the 


next one is. 


A. Hops. 
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Q. Cocoanut oil, paper and paper products, .. 
would you consider that those commodities would be 
representative of eastbound transcontinental traffic? 

As Moving at competitive rates? 

Q. Yes? 

A. I would think that they are very representative 
of eastbound commodities that move in volume. 

Q. Move in volume? 

A. Yes, “Siri 


Q. Were they picked with that idea in mind? 


BY. They were picked with the idea in mind of having 
a commodity that would represent a substantial movement 
as far as we could determine from our knowledge that they 
were traffic that moved regularly, without getting an 
analysis of all traffic. . 

COMMISSIONER ANGUS: When you are speaking of 
the products, do you refer to the 35.3 per cent? 

MAG ICHEPARD: Yes, 

COMMISSIONER ANGUS: Does any great significance 
attach itself to the average there? Does not that rate 
stand or fall on its own merits, for each commodity? Le 
one rate were a little below that, perhaps that rate 
ought to be raised irrespective of the average. 

MR. OHEPARD: Yes, I. agree, sir, My point 
in pursuing this line with Mr. Jefferson is to indicate 
that this average may not be a representative average, 
because if there are some commodities not shown on this 
table, to which the bulk relates to transcontinental 
traffic, it might bring about very different results. 

THE WITNESS: De you mean this would be a high 
average? 

MR. SHEPARD: 

Q. I don't know whether it would be high or low. 


-. 


; ! ee 
pit she Leese ago S20% muneaeno 
| 3@ Resp ee EbR idan sont 8 asae BEE 


Sapflout Esagcees asanond Weargtnen ne Siive arg 
| PRBAEA gaa eam de pelea” tia 


— } ; cut, " mt vat 
eykserneeeaqet Y49% Sie WwoAT dnt gaint Lew = |) oh 


a. : a. 
‘> a ‘ ; 
iF 


f rie 
; SELON At Gea deny eit i banned pwodtaes oD : 7 


| § i TSM GY at Syom «$ cs it 


) 7 . ' 7 
j we. - Nee ¥ 
a, te I ." : 5 
2 hie sE2E ,BS¥ A Mid, | ake 
oe 
: ‘ ot cay 
hake af seb dans ay iy bayeiq yeast sxew :# a 
7 
i 
A ‘ t rh, 4 ; ed ‘ 
apiyed Ye BREN af Seb Sa aityw Boaistg Susy xed = 2A 
fpomoyvgn Eatinsyagee ¢ syeeedqes Oluge gang yyihoumae & : 
Goes ie Pye SS ee MAT Shbeteg ee BLYS0 OW SB Ist Gs | 
~~ 
, - iy wo» 4 e 
Re Aeetog TUSHy ly BERS fsa ayam fade oslvisge otew 
i a 
) -gtatent tis So steytets > 
© wos * ae - - . : 
> ‘ , oe) rs ade >, 
it fe aie oy Sete PRUPYS AEHOLCES MmiNO 
ft e - 2 aA 
Le ; fia OM Teas ; HAY Qh By aay * 
Y wearers wn " 
hh SpA 2 AP 
E r] 
Bares SFABES + git GO ibn aaOt Ga MAG 7 
stud tens For fagard of Beeadt dosivs 
f : % . r ’ ie 
- i oar BF. a5 “A five P .% oa bee di & ~ _f 4 ” afl ‘ 
FE iy thomesp doso got ,etiqem awe BYE qe {lel ap bante 
. fo Se re :HSAs WSs sa2W REST PAO a 
y ' ¢ 


= 
o 
. 

we 


+E ROTS VS BYTES Rega” | A) Sg ire 
> ; ; : 
aid? ah Ae G98 Ba fli ROmeal om fh spon? J 
ia im + Be fe ! Hee ye OI POrY 


fatrmattyane enegd of ASPEESS Live Ey. 


sATLN8Ss {QOWSTID Wisy seege ype: 


GH 


~ LS76) - Mr.Jefferson, cr-ex 


MR, EVANS: If you look at page 127 you will 
come to the conclusionthat it is a low average. 

THE WITNESS: I would say it is a low average. 

MR. SHEPARD: Perhaps it is; I am not attacking 
the average. 

THE WITNESS: Take your canned fish and canned 
goods, we all know there is a very substantial movement of 
those two commodities eastbound as well as westbound. Now, 
the canned goods, those are not the lowest rate in this 
statement; it is the lowest by one; cocoanut oil is lower. 
Canned goods is at the rate of $1.40. Now, I don't 
really know if there are any other eastbound commodities 
whose rates are lower than $1.40, and are competitive 
rates. Take canned fish and canned goods in 1939, 
that rate was G@cents, and to-day it is $1.40. 

COMMISSIONER ANGUS: My question really was 
this: does any significance attach to that average? 

Is bhere anyyimportance in. that figure? Are not the 
important figures the individual ones? 

MR, seHEPARDs« Except, siry In his,evidence Mr. 
Jefferson has given as one of the main reasons, and in 
some cases the reason, for determining that this class of 
traffic is compensatory, the fact that this average, which 
is worked out in this way, is higher than the system 
average. 

MR. EVANS: No; we have a table showing the 
individual items. I think Dr. Angus is quite correct: 
notwithstanding that average it might be that the figure 
of 60 cents -- if you could point to one that wasn't 
compensatory -- it might be that figure ought to be looked 
into. 

MR. SHEPARD: I agree with that. 
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COMMISSIONER ANGUS: You could not deffend one 
low rate on the ground that it could be averaged in with 
the other transcontinental rates? 

THE WITNESS: No, 

MR. SHEPARD: No, But by the same token I 
think it is difficult to defend any other rate by 
calculating the average per car mile earning on that one 
commodity, and saying this is higher or lower than the 
System per car mile average, therefore it is or it is 
not compensatory. 

MR. EVANS: We have yet to say that. 

MR. SHEPARD: The inference I read into it, which 
may or may not be correct -- 

MR. EVANS: Would you like me to clear that up? 

MR. SHEPARD: I would be delighted. 

MR. EVANS: If the car mile ave.age is sub- 
stantially in excess of the system average, that should 
be prima facie evidence; if you get down around the system 
average, you must look at the ton mile earnings, the 
average haul and things of that sort. We have never 
in any way said that the car mileage earnings alone are 
justification for it: 

COMMISSIONER INNIS: The difficulty is that we 
have no rate lower than the average, except the Crows 
Nest Pass rate or rates of that sort; it makes it diffi- 
cult to get a balanced picture of things that are at the 
average or above the average. 

MR. EVANS: The difficulty here is that com- 
petitive rates by and large apply to higher rated trariic, 
and it has been generally supposed that these so-called 


give-away rates are below the average level. Now we 


-show by analysing the competitive rates, that they are 


by and large well above the average. The rates that 
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are below the average are rates like we have shown: live- 
stock, Alberta coal, Crows Nest Pass rates -- these all 
drag the average down. 

COMMISSIONER INNIS: I would like to see a clearer 
picture of the lower side of the average. It is very 
confusing as it is now, with all the emphasis on the rates 
above the average or at the average. If you have to 
start out to give an analysis of all the rates, I would 
Deine Dea Aeorasres iy. 

MR. EVANS: You see we started out to defend 
the competitive rates; the attack was on those, and we 
started out by defending those; and we point out what 
seems to be little realized by our friends, that those 
rates effect a higher rate of traffic, and even the present 
level of those rates is well above the system average. 

I quite agree that if you want to see the whole picture 
you have to take each commodity and run it through. It 
would take considerable study, because you would want to 
get the actual movement; you would not want to take a 
classification of those movements. bu ac ouLae berdone: 

COMMISSIONER INNIS: I think one must be critical 
of the rates which are put forward. . . 

MR. EVANS: I-do not want to get into forbidden 
territory, but tfewe take the figure of from $13,000,000 
to $15,000,000, which relates to the Crows pane Pass rates, 
which is measured in our study, and Se etaay ener ae the 
total amount of competitive traffic, you will find that 
one item is so big in relation to the total that it would 
drag down the average of all competitive rates. 

COMMISSIONER INNIS: That is the sort of thing 
I would like to see worked out in detail. 


MR. EVANS: If you feel we should do something 
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in that way, subject to the difficulties which we have 
with our short staff and so on -- 

GOMMISS IONER INNIS: io =, 

MR, EVANS: I am most anxious to give you what 
you want. 

THE WITNESS: On page 82 and 83 of the Appendix 
there are two or three instances where we show the car 
mile earnings on the continental competitive traffic are 
below the system average. Take cast iron pipe, Toronto 
to Vancouver, I explain the necessity for the rate of 
$1 in my evidence, and the car mile earnings on that 
traffic is 28. cents. That is a long haul. 

COMMISSIONER INNIS: Yes. My only fear is that 
the point you are trying to prove rather vrejudices the 
reader and makes it difficult to understand. 

THE WITNESS: The difficulty is that you can't 
find the competitive traffic where car mile earnings 
in many cases are below the average. 

COMMISSIONER INNIS: Qa LF you cant. find many 


below the average then there must be very few above the 


average? 
A. Very few above? I would say a lot above. 
Q. Then how did you get your average? 


MR. EVANS: It was traffic moving at low rates; 
when you consider the quantity of traffic moving at we 
will say the grain rate, the livestock rate, such rates 
tend to drag down the average on competitive rates. 


COMMISSIONER INNIS: That is the sort of thing 


one wculd like to see brought out. Of course it is brought 


out in your statement, 
MR. EVANS: Some of it is on forbidden ground. 
MR. SHEPARD: Q. Mr. Jefferson, I want you to 


look again at page 81 of the appendix, just to make sure 
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that I understand how your 35.3 cents per car mile earning 
figure comes: out of all this, I take it that the 
calculation was made by adding the column of figures under 
the word "Mile", which is the fourth column from the 

left, and which shows the miles of the sample movements 
taken? 

A That is right. 

Q. And then you divide that by 12, because there 
are twelve movements shown; and you obtain the average of 
2765 miles shown at the bottom of that column? 

Re Well, I don't think is the way it was done. 

Q. Can you tell me by what way it was done? 

A. It is my recollection that we had the miles, 
and added all of the dollars in per car earning column -- 

Q. That is you are starting at the figure $989.77? 

A Yes; and then divide the total of the column 
headed "Miles" and the column headed "Per Car", and 
divide one by the other, and obtain the car mile earnings 
of 35.3- cents. 

Q. That would give you the same result? 

A. Yes, 

Q. I was doing it in a much more complicated way, 
but yours is the simpler, by adding those two columns 
so that you are getting your average by taking the twelve 
movements? 


A. That is right. 


and 
Q% The miles/revenue -- you divide one into the 
other? 
A. Yoo. e105 


Q. Now the item fresh frozen fish appears as the 
third item on that page, and there are two movements. I 
presume that there isn't any question that. out. of the 
twelve total movements, that two movements would be 


representative of the total volume of fish shipped 
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‘in relation to the total volume of eastbound transcon- 


tinental traffic; in other words, fresh frozen fish is 


not two-twelfths or anything like it of the total volume 


of eastbound transcontinental . rates? 


A. 


Q. 
A. 
Q. 
A. 
Q. 
A. 
Q. 
presume? 


[NS 


No; might be much less. 

It would be much less, would it not? 

Yess Sin, 

Haveyou any idea how much it would be? 

On these six commodities? 

On all the eastbound transcontinental traffic? 
I have no idea. 


It would be a very, very small percentage, I 


Quite so, 


(Page 15788 follows) 
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MR EVANS: It has sny weakness that an erith- 
metical average has, 

MR SHEPARD: Thst is exactly whet I wanted to 
point out, Mr. Chairman. 

Q. So that it would be fair to say, Mr. Jefferson, 
from our discussion that these averages that you have 
worked out for car-mile earnings on competitive rates, 
agreed charges and transcontinental rates, are unweighted 
for the volume of vrarere., and’ that they are not represent- 
ative of the total traffic? 

+e I won't say they are not representative, because 
they are, but they are unweighted, because we could not do 
it any other way, 

Q. Now, Mr. Jefferson, I wanted to turn to pege 80 
of the appendix and at the same time to page 89 of Part I. 
There is just one small point to be cleared up there. 
Looking first at page 80 of the appendix, you show the 
Calculation made in order to arrive at the figure of 81,2¢ 
per car-mile earning from sgreed charges in Eastern and 
Western Canada? 


ALG Yesne sing 
Q. And you take in this average the commodities shown 


on the left-hand column -- in Eastern Canada petroleum 
products, latex, crude rubber ana Salt, in Western Canada 
the products listed there, of coal, butter, lumber and 
petroleum products? 

A. MWes ir. 

Q. Then looking at page 89 of Part I,you have got sll 
those commodities that are shown on page 80 of the appendix 
listed about the middle of the pege except three that have 
L.cal.. after’ them? 


Ae Bea, sip. 
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Q. And I wondered why you excluded the l.c.l. agreed 
charge traffic in making up your average? 

A. Well, because the 1.c.1. traffic does not move 
in carloads, and you could not get get e car-mile earning 
on it. 

hi. woh, <b usee , 


A. The 1.c.l1. movements move in 1.c.1l. merchandise 


Q@. Well, I thought there probably would be an explan- 
ation; but you are not suggesting that 1.c.l. traffic does 
not move in cars; it still moves in cars? 

A. 40D. 4%e8's 

Q. But rot in full cars; is that what you mean? 

A. That is right, to one destination. 

Q. To one destination? 

A, From one shipping point to one destination. 

MR EVANS: I think perhaps, Mr. Shepard, you 
Should not have the record in any state of uncertainty. 
L.¢.4. may mover ina full. car, but there is no one com- 
modity makes up the full cer in 1.c.1l. shipments. 

Q. That is what you meant? 

A. YOr tonone destination, yes, sir. 

THE CHAIRMAN: Q. Or to one destination? 

Rw Yes, (Sirs 

Q. If a car is loaded up with one commodity but is 
to be unloaded at different destinations, then it is 
Lees Le ike ice F 

fe oo ues, si 16 

COMMISSIONER INNIS: Why this curious mixture? 
Here is advertising matter and sanitary supplies. 

MR SHEPARD: Maybe thinking of Eaton's mail 
order catalogues. 


Q. Now, Mr. Jefferson, we have been discussing the 
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computed car-mile earnings for competetive rates, trans- 
continental rates and sgreed charges, and I wondered 
whether you or anyone in the C.P.R. had undertaken 3 
Similar study with relation to international and related 
rates? 

Bae No six, 

Q. Or commodity rates? 

A. Special commodity rates? 

Cronies. 

fia WOW Stay, 

Q. Or 1.c.1. agreed charges? You have: explained no 
on that already, I think. Standard carload rates? 

A. Standard carload rates? 

Q@. Yes; class rates? 

A. Well, now, you say standard carlosd rates; do you 
mean standerd mileage rates or--- 

Q. Well, I am thinking of class rates; that is what 
I have in mind -- standerd rates? 

A, Well, of course, I would think therewould be very, 
very little class rate carload traffic moving at standerd 
mileage rates. 

Q. It is nearly all moved at commodity rates? 


A. We have carlosad traffic moving on special class 


Q. Well, have you made studies of either one of those? 

A. No, sir. The only way you would study those would 
be by taking specific movements, but we did not consider 
that necessary in this submission. 

Q. You were not attempting to present a full picture 
of the earnings of the verious classes, derived from the 
various classes of rates? 

A. Take your class rates, your cer-mile earnings 


would naturally be higher on special commodities; on some 
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commodities they would be higher; on other commodities 
which we have nentioned here this morning they would be 
lower, such as livestock and coal and grain and things of 
that sort. 

Q. Would you care to venture sn opinion as to whether 
your average per car-mile earning from commodities is 
above the system average or below it? 

A. I would not care to say without making 2 study of 
each commodity. 

Q. You have no views on it from your general exper- 
tence: 

A. No -- I mean other than I know that some of them 
pay well above the average and some pay below the average. 
Q. You do not know whet proportion is in each of 

the sums that you refer to? 


A. No, sir; I would not want to hazard a guess at 


Q. And what about international and related rates? 
Have you any idea whether their per car-mile earnings would 
be substantially above the system average? 

A. Well, there again it depends on the commodity 
and where it is moving from and to. I won!t say they all 
pay above the average, but the international rates -- I 
cannot pick out or think of any traffic in my mind that 
would be below the average; there may be some, 

Q. Then I think you have already told us that the 
traffic moving at standard rates would, in your view, 
produce earnings higher than the system per car-mile 
earnings? 

A. Oh, naturally, because they ere the highest rates 
we have, 

Q. What do you feel about the 1.c.1. traffic? 


A. Well, I gave in my evidence what information I 
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could with respect to car-mile earnings on both merchandise 
cars of less than carlosad freight and on what we call wey 
frei ghtrcaes of bic. le freight. 

Q. Yes, I remember that, 

A. And, as I recall it, my evidence showed thst on 
the merchandise cars of revenue freight the car-mile 
earnings were well above the average, but on the way freight 
merchandise cars they were very much below the average, 
because of the very light losdings. 

Q. Then, Mr. Jefferson, would you turn to pege 82 of 
Part I. This is under the heading which sterts at the top 
of pege 81, "Less than carload competitive rates", end on 
page 82 Table 2 is found, which indicates loaded car miles, 
revenue, average revenue per loaded car mile. The first 
column moving to the right of the page shows less then cer- 
load traffic, then carload traffic, and then the total. 
Then again at the bottom of the total column we meet the 
figure 35¢, being the system per car-mile earning average? 

A.) sYeSaesars 

Q. And at the bottom of the first column we meet the 
less than carload traffic everage figure, averege per cer- 
mile earning, of 21.4¢? 

Ait LOG sa Sede. 

Q. Then I wanted to take you through just a piece of 
arithmetic -- that is what it really amounts to. If you’ 
deduct 21.4¢ from 35¢ you arrive et an enswer of 13.64? 

A. Yes 5a sam. 

Q. And if you should teke the total loaded car miles, 
namely, 138,867,827, and multiply that by 13.6¢, you get an 
enswer wf $18,800,000; you see what I have done there? 

A. You take your--- 

Q». So far I have not--- 


Ans 138,000,000-odd loaded car miles for less than 
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carload etarriey end multiply it by the difference between 
the average car-mile earnings on loss then cerlosd traffic 
end carload traffic of 13.6¢. 

Qs Yess 

A. That is what you have done. 

Q. And you have got $18,800,000? 

A. °That may be. 

Q. Now, thet is a figure which would have been in- 
evessed revenuerto) the ClPiR..=-- and this 1s all hypo- 
thetical; I. do not want to get into on argument about it, 
but it would have been $18,800,000 additional revenue to 
the Cs P.Reeif you hadi been able to charge rates on your 
1l.c.l. traffic that would have averaged out to the system 
per car-mile earning of 354? 

A. But that is without regard to the average loading 
per car on thestraffic: 

Q. I quite appreciate that; but just on that simple 
basis of arithmetic I think the result I have just described 
to you is correct? 

A. On your basis of arithmetic; but I do not think it 
is @ practical comparison. 

Q. I am not making a compsrison, I am making an 
arithmetical computation. 

A. BUvRICde Tnoticet itheevaluetof, it, 

Q. Well, that is perheps something that I can develop 
later in argument. 

MR SINCLAIR: Or try. 
MR SHEPARD: Or try, as Mr. Sinclair says. 

Q@. Then desling generally with l.c.l. traffic, Mr. 
Jefferson, there sre, I think you have pointed out in your 
evidence, additional expenses that arise in handling l.c.l. 
traffic that are not present in other traffie, in the 


handling of other traffic? 
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Ae Pinot Ls. ight. 

Q. Such as additional handling; additional freight 
shed facilities are required; the P. and D. cost would be 
@ charge against 1.c.1. revenues, Ipresume, would it not? 

Bo YAS.) Sie, 

Q. And that in your brief, Part I, at page 86, is 
shown et about two snd a half million dollars. And would 
you agree that there would be heavier terminal costs in- 
volved in the handling of l.c.l. traffic? 

a Well, there sre heavier terminal costs in the 
handling of less than carlosad traffic, in that the less 
than cerload treffic is loaded ond unloaded by the 
Shipper, whereas in carload traffic it is generally loaded 
end unloaded by the shipper or consignee. 

Qe Yes. 

A. I madea mistake there. I should have soid the 
less than carloed traffic is loaded and unloaded by the 
railway, not by the shipper; I think I ssid Shipper. 

Q. Then the last sentence on page 82 of Part I of 
the brief says: 

"For example, in the year 1948 the average loading of 

L.C,L. was 4.78 tons and that of carload traffic 

35.97 tons per car," 

THE CHAIRMAN: Where is thet? 

MR SHEPARD: It is et the bottom of page 82, 
Sir, the very lest line, and it runs over to the top of 
page 83. I Just wanted to draw Mr. Jefferson's attention 
to those two figures, carloading of 4.78 tons for l.c.1. 
traffic and 35.97 for the corlood traffic. 

Q. Now, we have calculated, Mr. Jefferson -- I think 
perhaps the easiest way to discuss this with you is to give 
you @ copy of this; it is seome more erithmetic, and it may 


be a little difficult to exrplein it without the copy. 
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THE CHAIRMAN: We will rise now, 


---(Recess), 


MR SHEPARD: Mr, Chairman, I have given the 
reporter a copy of this, and we might just have it in- 
cluded in the record at this point, and then I will go on 
to discuss it with Mr. Jefferson. 

THE CHAIRMAN: This is your document, is it? 


MR SHEPARD: Yes, sir, 


COMPUTATION OF CARLOADINGS 1948 
EA ENG EDO 


CARLOAD LG wig SYSTEM 
TRAFFIC TRAFFIC TOTAL 


1. Tonnege hauled Page 81 58,441 353 1,595,480 60,036,833 
(97.342) (2. 66g) (100%) 


2. Average tons 
per car i 3 35.97 4.78 
3. No. of carloadings 1,624,725 333,783 1,958 ,508 
( Divide 2 into 1) (82.96%) (17.04%) (100% ) 
MR SHEPARD: The small piece of paper that I 


have handed to Mr. Jefferson is headed "Computation of 
Carloadings 1948", snd on the left hand, going down the 
left hand, the figures ere taken from the C.P.R. brief, 

Part 1, for. tetas. tonnage heuled, which appears at page 81 
OL, Part. 1. ‘end ,the figures are included in the statement for 
carload traffic at 58,000,000-odd tons, the l.c.l. traffic 
at just under 1,600,000 tons, and the system total just over 
60,000,000 tons. Breaking that total down percentagewise, 
the carload traffic accounted for 97.34 per cent of the 
‘tonnage hauled, and the 1.c.1l. traffic accounted for 2.66 
per cent of the tonnage hauled, being the balance. Then 
item 2 on the statement gives figures from page 83 of the 
brief, the top line of page 83, showing the average tons 
per car of carload traffic being 35.97 tons, l.c.l. 4.78, 


ancl the arithmetic then proceeds in item 3 of the statement, 
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showing the number of cerloedings split between carload 
traffic end l.c.l. traffic. By dividing item 2 into item 
1 you get roughly 1,600,000 cars of carloed traffic, as 
opposed), to. 335,000-odd. cars. of.1.c,.1. traffic, and that 
transleted into percentages indicetes that 82.96 per cent 
of the total number of carloadings hauls carload traffic, 
while 17.04 per cent of the totel, being the balence, hauls 
the i.c.ls traffic. Now,. assuming that the srithmetic is 
correct in that. statement, it points out that on 1.c.l. 
traffic for 2.66 per cent of the totel tonnege hauled by 
the C.P.R. in 1948 it required 17.04 per cent of the total 
carloedings. 

Q. I presume you heve no fsult to find with the 
arithmetic in thst? 

bes TING os nBiy. 

COMMISSIONER ANGUS: Is this tonnage without any 
consideration for distance? 

MR. SHEPARD:» Yes, .5ir. 

THE WITNESS: But I explained in my evidence why 
the averege losding of less than carload traffic was so 
low, not because of competitive rates, which eppears to 
be the basis of our discussion this morning. On pages 62 
to 65 inclusive of the appendix to Part I we show the 
movements of less than carload merchandise cars and the 
average weights per car and the average revenue per car- 
mile, end they in the main are 311 very much higher than 
the average cer-mile earnings for ell traffic. Bit on 
peges 66 to 71 inclusive of the appendix to Part I we show 
the very light loading of less than carload way freight 
cers, end that is what pulls the everage down. 

MR SHEPARD: Q. You did discuss thet in your 
direct examination? 
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Q. But all that I wanted to do by following this 
line with you, Mr. Jefferson, wes to get your egreement 
with me that, in view of the points we have been discussing, 
-the problem of 1.c.1. traffic is in fact one of the most 
serious that the railways face today? 

A. The problem of less than ecsrload traffic? 

Q. The problem of obteining sufficient revenue from Ltn 

A. Well, I won't ssy thet we sre not getting suffi- 
clent revenue from less then carload traffic. We would 
like to get more revenue from 211 our Cretiie.,s Dum dweces 
depends on your movement. We ell know that way freight 
cers in themselves do not pay, but you have got to 
give the service, 

Q. We 811 know that you ere required by law to heve 
the facilities to carry traffic if offered, 

A, Yes, sir, 

Q. But there would be nothing to prevent you from 
putting the rates up if you decided you were losing money, 
end the practical result of that would be that the traffic 
would not be offered? 

A. Then the result of that, I am afraid, would be 
that you would increase your rates where you had operated 
way freight cars, and you would not increase your rates 
where you had merchandise cars. I think you would just land 
in trouble if you attempted to do that. 

Q. Well, you would probably agree with me, Mr. Jeffer- 
son, thet there is some significence to the fact that the 
1.c,l. per car-mile earning is substantially less then the 
System aversge? 

A. I agree it is less, but your hauling is less as 
well; you must bear that in mind. Your ton-mile earnings 
ere higher; you must bear that in mind. 


Q. Per ton-mile? 
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Ae Yes; Sir, 

Q. But you would sgree with me that there would be 
some Significance in the fact that it requires 17.04 per 
cent of the totel carloadings to haul 2.66 per cent of the 
tonnage? 

A. Of the tonnage, yes, sir, 

Q@. Have you any suggestions that might be helpful to 
the Commission 3s to what should be done with reference to 
l.c.1. traffic to improve the earnings from it? 

A, I might suggest they remove the competition that 
we have to contend with, 

Q. Well, that is what you do or attempt to do with an 
agreed charge? 

A. Yes, sir, but not for 1.c.1. merchandise traffic. 
That is what we attempt to do with our pick-up and delivery 

rates. 

Q. It is not e question necessarily of just meeting 
the competition; you would like it removed? 

A. Ido not say I would like it removed. You asked me 
what could be done, and I ssid remove it, then we could get 


higher revenue, 


Q. But you do not want it removed; you would like to 
have it there? 

A. It would not be humsn nature to ssy we do not went 
it removed, but I do not think we ore going to have it re- 
moved, 

Q. Nog I doubt that you sre, Now, Mr. Jefferson, 
l.c.l. traffic moves at both cless rates and competitive 
rates; that would be a correct statement, would it? 

A. Yers, sir; but competitive l1.c.1. rates, yes, sir. 

Conmmpetitive 1l.c.1. rates and class rates? 


Q 
Av Yeps, sir 
Q. Havve you sny idea of the proportion of the 1.c.l. 
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traffic that moves under those two types of rates, or 
would thet be impossible to determine? 

A. No, sir, I do not think I have any idea. It may 
be that the way bill Study which the Board is undertaking 
may develop some information with respect to the volume of 
l.c.l. traffic which moves at what we will call normal or 
non-competitive rates end what moves at competitive rates, 
because we have been required to supply them with sheet 
after sheet of our less then cerload traffic on the days 
of the wey bill tests, end the sheets which we have 
Supplied them show the kind of rate that. each 1.¢c.1. ship- 
ment moved at, whether competitive rate or normal rate or 
whet not. 

Q. But at the moment within your organization there 
is no available dats on the proportion that is carried 
under class rates and l.c.l, competitive retes? 
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Q. Is it your opinion, Mr. Jefferson, that 
traffic moving at 1.c.1. rates is compensatory? 

A. Well, as I said in my evidence, some is, and 
some isn't. 

2. Would you say how much of the "some" is and 
how much is not? 

Ay NOW, Gir, L[ocovild not. 

Q. It is impossible to say that? 

A. It is impossible to say that. 

Q. It could be 75% being conpensatory or 
75% being noncompensatory? 

A. I don't know. 

Q. You don't know? 

A. No, sir; 

Q. If there was, and this is a hypothetical 
question, a substantial volume of your total l.c.l. 
traffic being carried at non-compensatory rates, 
would you agree that the other Shippers were sub- 
Sidizing that traffic? 

A. I would not agree that there was a large 
percentage that was non-conpensatory. 

Q. I know; I said it was a hypothetical 
question. 

A. In answer to your question, I would say 
that the transportation bill of the country has 
Sot to include all traffic whether it is carload 
traffic or less than carload traffic. Somebody 
has to pay it. 

Q. But that would leave room for my suggestion 
that if one class of traffic, and we are discussing 
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other class of traffic is subsidizing it? 
A. Quite so, but the shippers of the country 
ship both carload and less than carload traffic. 

THE CHAIRMAN: Has Mr. Jefferson explained 
WitetoiGedsOn lontrarfic. is non-compensatory? 

MR. SHEPARD: I think in his direct 
evidence, Mr. Chairman, he did explain the problem 
that arises through way freight carriage, and I 
am sure that if you wish to hear from Mr. Evans 
he could explain it further. 

THE CHAIRMAN: Perhaps you had better 
tell us now, why you say this particular traffic 
is non-compensatory? 

THE WITNESS; In my direct evidence, 
when I was explaining, I think, pages 66 to 71 of 
the Appendix to Part I about very light loading of 
way freight cars from representative points in 
both Eastern Canada and Western Canada and the very 
low earnings, while the earnings are not shown in 
the statement, the very low earnings per car and 
per carmile - you can't show that those movements 
in themselves were compensatory. They were 
extremely low, but it is a service that you have 
got to give on your branch lines. 

Q. It is not because the rates themselves are 
not compensatory? 

A. Not because the rates themselves are not 
compensatory, but the volume. 

COMMISSIONER INNIS: You have no division 
regionally as. toid.t.le. trafiie? Did wouieive 


that in your evidence? Did you give in your evidence 


Ne 
3 
i 
rhe 
Seow 
— ; 
 ) 
we 
ry 


sitter? Beorine ner. 


‘ i 
. ee 
Hoetsettsy -46@ esH <<¢WANSIAND . 


tyrntsas4gmes-a09 Gf oftisre «fv0.f atdd 5 
: =. -, 
. - 
~ . ae +6 
fnen'® eld mi data? 7 + TRAS eee at ; ‘ 


} euitoss ot atealgse Sih 27. aera «th /90nSB Eee oe] 


tS 

rs 
$ 

pe 
: 


- 
: es vow dguont? «see eet dada 4 Xa 
‘ ; ay ‘ 4? 7 z ) 

| oe! On 
ancvd .“M' moyt geet os dalwoimey Tl Bas Sane Bos - 
cS « « 


a. vredsevt Jr ofelens s bites ed 


hoe Fee op eit ptecets Binetre2R ster 
tatted. Ssd doy eqarewst. :RAMELARY Bae . ie 


' 


Bae 2 dy P eee ory. ze F L oie bu wert : i« ‘ 
‘ofthe! ceivelsaeg, clnid. bed wot ye ..wom ay thas f 


' 
% Te mn fal 3 ’ 7 
Pyeud seNSaeeD-Non si 
al f 
t . 2 ee) 7 Fen, LA uF Pas 
Le Sak ; Ce yo al eee T Le a 


2 fae ne & e me Koy og Se al he sad x pa , a a; 
ps a Oe 3 SAY _HHTAS LL qReiee aAlaxe abe IT secw 


. vin 
en t ‘ Pe ae ee 7. A 7) 
i a3 1 ; Rees Bg a af Se KZ Aasaga arts} ii 
4 ; 4 ; 
; vd Nays «+t oy dese ey yak Hoy. ten datos? Trew. f 
a2 ir ae ? oe Ak a ae — ee es Vit Ss 4.8 he A 
$ 
7 — ca . ae gen eae ™ ~~ T ‘ ; 
LEoY Ss é \ ytetesk Bas SheneD fretess ito 4 


vt ~ = ‘ r Ps . a . « 
a8 2 (S75) SiLGISo Wok ioe offs sdremerss ont 
wt ty pee dn at 7 - i pd oe ‘ ._ i 8 + a t 
BS yee Cat aris PBF TOT , ee BOY - GLiltisd Teg 
in ere . r tik al 
4 ; 7 ey to" > mca t¥ as | 
y Yer YrLesHseodmos srew Bpevisemens mt 


Sven vor . clusaa @ @L df.au0d ,wol ylemertze 


ors gevishmeir seday ody sensoed tom af ¢ 
fywolsensamos Jon 

tor Bas aeviess rotid asset. ott seus od Fam “A ; aft j 

! bass BLOT. Sst, = .Yiodsensqeoo 


uM 
hotetvit aa anes — 2 omens AMMOTRATMMOS ay, 


( 
i, oe 


avig #oy t ig gottters, i Pe 03 as eftsn0! nes ao 

4 -* ; a 
sonehive Woy al ore yor bed reoireitvs "HOY ph 
4 


iar - 
aie | fOr i Ae 


ne 


- 15805 - Mr. Jefferson cr.ex 


any breakdown regionally for l.c.l. traffic? 

MR. EVANS: There are some pages that show 
the loadings of way freight cars east and west. 

COMMISSIONER INNIS: Well, I was more 
interested.in- the. total. 

THE CHAIRMAN: I suppose it means you 
have to carry cars that are only partially full. 
Is that it? 

Die WETNESS: Phat. is 10, yes, sir. 

COMMISSIONER INNIS: Is that type of 
traffic particularly subject to truck competition? 

As nome of wt. 48, ves, Sir. On your. branch 
lines in the east and west you have truck competition 
out of the lerger centres to these branch line 
points. 

Q. Is part of the problem also the difficulty 
of abandoning branch lines? 

A. It has not anything to do with the abandoning 
of, branch «bines . A branch line may originate or 
terminate a reasonable volume of carload traffic 
but the volume of less than carload traffic may be 
extreme ly, small, but you have to serve it. 

Q. I am thinking of areas in which you 
would like to abandon lines, but it has been 
prohibited by the Board? 

A... Well, I cannot speak in a positive 
sense, but I would not think that any suggested 
abandonment of lines would rest solely on the 
vyoLume..ofF .bratiic . 

Q. I am not saying that. Most of those lines 


would be 1.¢..1.? 
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A. The branch lines? 
Yes, mest of those would be l.c.l. traffic? 
A. No, they would be carload traffic. 

COMMISSIONER ANGUS: Is it possible to have 
a sort af partial abandonment, such as the abandonment 
of l.c.l. traffic on a branch line? Is that ever 
allowed by the Board? 

MR. EVANS: I suppose there is if the Company 
Said to the Board: "We would like to carry our l.c.l. 
Brarlie on a  Cruor \ 

MR. SHEPARD: I would presume, Dr. Angus, 
if that was done, that the desired result as far as 
the railway is concerned of Saving money, would not 
Ho hhvetont about, because they would have to continue 
to maintain the line and the bulk of their overhead 
on that line would centinue as long as they are 
hauling any traffic. 

COMMISSIONER INNIS: I got the impression 
from Mr. Jefferson that it was the branch line that 
really created the problem of l.c.l. traffic. Is 
that true? 

THE WITNESS: Yes, but main line too, where 
you operate yeur way freight cars. 

QO. Ie We nds so striking? 

A. Not so striking as branchlines.The main 
line between terminals you have got to operate 
way freight cars, 

MR. EVANS: I would say tmere is perhaps 
one feature of this that might be o:f interest to 
the Commission, and that is this, aas Mr. Jefferson has 


pointed out several times, that yow have to serve these 
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lines for carload traffic and if you put an extra car 
on a way freight train, and you used that to load 

and unload 1l.c.1l. traffic from it, it 1s sometimes a 
very different measure of allocation of cost on that. 
That might have a bearing on this very problem. You 
might find in a study of a particular movement of 

a way freight train, that the added cost of putting 
an extra car on a train that would have to move 
anywhere would be relatively small. 

COMMISSIONER INNIS: But as opposed to 
that, it would probably have to stop at every 
Station and take something out of the car? 

MR. EVANS: Yes, there are all those 
features you would have to look into, but short of 
a study ef that kind, you cannot say with any degree 
of accuracy at any time, that a given situation 
existed. 

MR. SHEPARD: Then, Mr. Jefferson, would 
you turn to page 81, of Part I, and I wanted first 
to read the last sentence in the top paragraph on 
page 81, which is this:- 

"Ton mile earnings are, however, an 

important consideration in the eage of l.c.l. 

rates."9 

A. Yes, sir. 

Q. And then the table at the bottom of the 
page, Table I, headed "System - Rail Lines Only", 
the last item on the left hand side is "Average 
Rate per Ton Mile" and then in the first column 
you say "Less than Carload Traffic $4.37, Carload 
Traffic $1.04". Now, first of all, I wanted to ask 


you whether you consider that those two figures indicate 
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that l.c.1l. traffic is compensatory? 

A. Well, I would say reasonably so. On 
pages 72 to 79 of the Appendix to Part I, we show 
the ton mile earnings for many representative move- 
ments of less than carload freight. 

Q. And they are all fairly high? 

A. Both eastern and Western Canada, and true, 
the ton mile earnings are Higher onthe higher classes 


than on the lower classes, that is, Class I and 2 


have a higher ton mile earning than Classes 3 & 4 
for the same movement, but I have made no study 
to show whether $4.37 a ton mile as an average 
of less than carload traffic is in itself compensatory 
Orvnot. 

Q@. I have another short statement of arith- 
metic, Mr. Chairman, which I would like the 


reporter to include in the record at this time. 


COMPUTATION OF REVENUE PER CAR 1948 


Carload L.C.L,. 
TraLrere Tratlis 
1. Revenue See od) $256,144, 339 $29,760,011 
2. No. of carloadings @ 
35.97 tons for carload 
and 4.78 tons for 
wick, papa r 1,624. 725 BEG rales: 
3. Average revenue per F 
car (Divide 2e-into 1.) $157.65 $89.17 


Q. (cont.) It is headed "Computation of 


Revenue per Car 1948", actual Canadian Pacific Railway 
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figures, and the revenue figures are taken from the 
same Table I on page 81 of Part I, of the Canadian 
Pacific Railway Submission . They are shown in 

the second line of that table. Carload traffic 
revenue is something in excess of $256 million. 
L.C.L. traffic revenue was just under $30 million, 
and Item two on the statement includes the number 
of carloadings which shows on the statement which TI 
have already put in at 39.97 tons per carload and 
4.78 tons for l.c.l. traffic at $1,600,000 odd for 
carload traffic, number of cars loaded nearly 
334,000 carloads of l.c.l. traffic. Then, Item 3 
on the statement, by dividing Item 2 into [tem 1 
brings out an average revenue per car on carload 
Crarrieroregis7065 aridvlic.1iitraffte $89226. 

If this calculation is correct, Mr. Jeffersn, 
I presume that you would agree with me that it 
Shows that the average revnnue per car, l.c.l. is 
only slightly more than half of the average 
revenue per car of carload freight? 

A. Of course, these computations which you 
have given us, the one just now, and the one that 
you gave us a little while ago, any computations of 
carloads are from hypothetical cases. They 
consider how many tons and the revenue in all of 
the, I am going to call, intra-Canadian traffic, 
that is traffic loaded in Canada. Now, there is 
international traffic, overhead traffic, and intra- 
Canadian traffic involved in the movement of all 
this traffic. Now, in your last statement of com- 
putation of revenue per car, I do not know what value 


it is to show that the average revenue per car for 
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carload traffic is nearly double the average revenue 
per car for less than carload traffic without 
knowing the average miles that each is hauled. 

Q. Well, would you agree that it would have 
the same value as the per ton mile comparison that 
you have on page 47, $4.37 as opposed to $1 .049 
It is just one thing to look at when you are trying 
to make a comparison? 

A. Well, the ton miles in Table i at the bottom 
Of page Sig thatwis the total, in the .colum headed 
"Total" $1.13 average rate per ton mile, that is 
an accounting figure, a definite figure, but when 
you take the average rate per ton mile for less 
than RariGad oeneds of $4.37 and for carload traffic 
of $1.04 it is not actual. It is not an accounting 
figure, because we had to estimate the tons one mile 
for less than carload traffic and for carload Crake ic, 
and in estimating the tons one mile divided or apportioned 
the tons one mile expressed in thousands were 
252.18,400 and we apportioned it in the same manner 
that the tons were apportioned, but I do not say 
that it is accurate, but it was just one test that 
we could make. 

Q. And this is another that I hve just given 
to you? 

A. I beg your pardon? 

Q. What I have just presented to you would 
be another test? 

Re Yes, 1t ig a test. You can use it for 
what value you want to, but I do not know what 


good it is without knowing the miles hauled. 
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Q. Well, the miles hauled, or at least carmiles 
were shown in your own beief bit: this figure was 
not, and I thought this would assist in presenting 
perhaps a more complete picture. 

A. We have not the average miles hauled for 
carload freight in this table anyway. 

QO. "Bus. the average revenue per ton mile is in 
there, which must be based on total haul; otherwise, 
how would you get an average? 

MR. EVANS: It is based on the assumption 
that the haul is the same on less than carload as 


for carload traffic. 


(Page 15812 follows) 
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MR, SHEPARD: Q, Now, I am going to leave the 
subject of less than carload rates and turn to Page 87 of 
Part I where I find the heading "Agreed Charge Tariffs". 

I think you have stated in your evidence that, in 
your view, agreed charges meet with Mr, Walker's test 
as to whether they are compensatory or not, 

A, Yes, sir.’ I think my evidence shows that too, 

Q. Yes. And your view is also, I think, stated in 
the evidence, that agreed charges are made available to 
anyone? 

A, Mede available to? 

Q. To anyone who is willing to sign the agreement. 

THE CHAIRMAN: Well, of course, the Act covers all 
that. 

MR, SHEPARD: Q. Yes, sir. 


eed nat | think the figures on the table at the foot 
of Page 89 show the compensatory nature of the agreed charges. 

Q. We have discussed that already, this morning. 

A, PE ta le cl 

Q. I was going on to the point that agreed charges 
are available to anyone who will sign an agreement in similar 
terms to an agreement which you have already negotiated, 

A. Yes, It is mutual. We both want to make an agreed 
Charge. If we make an agreed charge with some one, then,if 
8omeone else should want the same agreed charge, and is 
Willing to abide by the terms of the agreed charge, we 
will make it with him, 

Q. And the chief term is that he will give you 
either all his traffic, or whatever percentage of the 
traffic you may negotiate between yourselves? 


A As we may agree upon, yes, sir. 
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Q. So actually, the only difference between an agreed 
charge and a competitive rate is this factor under which 
you are guaranteed the traffic, Would you agree with me on 
that? 

A. In part. It is very simple. Let us say there is 
traffic from Point A to Point B; and let us say there are 
two shippers at Point A shipping to Point B. Shipper "A" 
at point "A" says he will make an agreed charge with you 
and will give you all the business. 

Shipper "B," on the other hand, says: I want an 
agreed charge, but I won't agree to give you 411 my business. 

So, you won't make an agreed charge with him, 

You would meet that competition by publishing 4 commodity 
rate there, from A to B. 

Then, taking the case of A to B, you may have a2 
shipper who says he will give you all the business for an 
agreed charge, while the other shipper said he would not. 

He would avail himself ot the competitive rate when he 
wanted to ship by 4 Pare cecesee ‘node of transportation, 
whenever he wanted to. 


Q. Yes. And that brings me to my next and last 


point on agreed charges. You referred to the second man? 


A. Yes, "Sirs 

Q. A moment ago, who said he would not give you all 
the traffic, 

Hee Yes; *siry 

Q. Which some other shipper had given you. 


Aa Yes. 


Q. Suppose the second man said: I cannot give you 


all the traffic because I have outlets which I must service, 
but which are served by @ railway. 


A, What do you mean? 
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Q. I mean his retail outlets for his products; he 
is shipping to some points where there is no rail service 
to those points, 

AS If, well, if there is no rail service, that is 
another matter, 

Suppose we take a point in Manitoba, let us say, 
Winnipeg to Brandon. 

Q. Yes. 

A. Suppose there are two shippers shipping from 
Winnipeg to Brandon. 

Shipper A says that he will give you all his 
business if you give him an agreed charge. So we make an 
agreed charge with him,» if there is any competitive necessity 
for an agreed charge. 

Then suppose that Shipper B says: I won't give 
you more than 50 per cent, or more than 80 per cent of my 
traffic, but I still want to have an agreed charge. 

We would not make an agreed charge with Shipper B. 

Q. But suppose Shipper B comes to you and says; 
50 per cent of my traffic is distributed into areas which 
are not served by railways, while the other 50 per cent 
goes into areas which are served by railways." Would you 
make an agreed charge with him for 50 per cent of his traffic? 

A. That is not what I said at all. I was talking about 
Winnipeg to Brandon, where there are railways. 

Q. I knox, But suppose you consider my situation which 
I have just given you. 

A, We do not have any. 

Qs I have in mind a man who is distributing 4 
commodity, let us say, from Winnipeg all over Manitoba? 

AN L3Bs SLs 

Q. And he ships 50 per cent of his commodity from 


Winnipeg to Brandon; and he ships the other 50 per cent 
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to areas, some of which cannot be reached by rail? 
he We would only include in the agreement what he 
did ship from Winnipeg to Brandon. That g = ae = 
Q. In other words, you would give him an agreed charge 
if he undertook to ship all the traffic that he could 
ship by rail, whether or not that was all the traffic that 
he did, in’ fact, ship? 
THE CHAIRMAN: Q. Does the agreed charge 
not contemplate shipping from one point to another? 
A. That was the illustration I was giving, such as 
Winnipeg. 
Q. It does not affect the traffic going elsewhere3 
MR. SHEPARD: Q. I wanted to make sure about that. 
A. If we make an agreed charge with a man wherein 
we cover rates, in the agreed charge, from distributing 
points to points where an agreed charge is necessary to 
meet competition, we provide, in the agreed charge, that 
in addition to giving us his traffic, he will give us 
all his traffic. When I say “us" I mean the railways. 
I am not talking about the Canadian Pecific alone. 
Now, if there is any traffic moving to a point 
where there is no railroad at all, that is another matter. 
Q. And he will be permitted to do that? 
A. Yea, sip, 
Q. You do not look at his total volume in 4 year 
and say: We must have all the outcome from your plant? 
A. No. I do not know of any agreed charge where 
we provide that a shipper has got to give his business to 
a point where 2 railroad does not exist. . 
Q. But if he wanted an agreed charge badly enough, 
it might result in his restricting his shipments? 
A. Oh, no. We might require him to ship it as 


far as he could by railroad, 
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Q. I see. 
A, But not to a point where the railroad had no 
tracks. 
Q. I can quite understand that. 
A, We have got an agreed charge on eggs from Manitoba 
and Saskatchewan to Manitoba, 
THE CHAIRMAN: Q. From where? 
A. From Manitoba and Saskatchewan points, let us say 
to Winnipeg. 
Q. Yes? 
Ae On eggs in less than carload lots. 
Now, in that agreed charge, in the description of 
the traffic, we say: 
[Thats the ahippers. «+ a" 
Who are the signatories to the agreed charge, will ship: 
"All Eggs handled by, for, or inconnection with 
the business of the Shipper, except that the traffic 
to be handled hereunder for account of the Manitoba 
Co-operative Poultry Marketing Association, Limited 
shall not be less than eighty per cent (80%) of the 
aggregate volume received per annum by that firm, 
from the territory in Menitoba and Saskatchewan 
within a radius of 300 miles of Winnipeg, hereinafter 
called 'the said traffic'", - 
Q. It has to be & percentage of the total traffic, 
no matter where it originates? 
1G 80 per cent of his entire volume. Apparently the 
20 per cent gives him plenty of leeway to cover any movements 
for shipments or points where there is no railway, or where 
there is & shipment from points where there is 4 railway, 
but he did not wish to use the railway. 
Q. fna if there should be a heavier production of 


eggs in an area not served by 4 railway, in @ given year, 
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he might have to forego taking part of that, so that he 
would not have less than 80 per cent shipped by rail, 

A. In such a case he would ask for a revision of the 
agreed charge. 

Q. Yes, but would he get it? 

A, We would discuss it with him, and if his case 
warranted it, he would get it. 

COMMISSIONER ANGUS: Q. Suppose another shipper 
asked to be admitted to the same agreement, and you were 
quite sure of getting 50 per cent from the points which were 
not on the railway at all? 

ya We would tell him he was not eligible; or, we 
might -= and I do not think we have done this, because I 
do not know of any instance -- we might negotiate an 
agreed charge with him, but on @ higher basis, 

THE CHAIRMAN: Q. What does the Act do with him; 
with any shipper who says that his business would be 
unjustly discriminated against, and is in that position? 

A, He can go to the Board and get a fixed charge. 

If, in the case which Dr, Angus mentioned, the 
Roard should say that he should be eligible, then we 
would have to make him eligible I suppose. 

MR, SHEPARD: That is right. 

THE CHAIRMAN: So far as those people who have 
entered intc agreed charges, are concerned, have we heard 
any complaint from any of them, any one or more of them? 

MR. SHEPARD: Who have entered into it? 

THE CHAIRMAN: Yes. ; 

MR, SHEPARD: No, sir. The illustration Il have in 
mind, and it is the only one, and we had 42 considerable 
number of words on it in Winnipeg, is that of the Anglo 
Cenadian Oil, with respect to which Mr. Christian gave 


evidence in Winnipeg? 
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THE CHAIRMAN: His grievance was that the 
others were getting an agreed charge, while he was not. 

MR. SHEPARD: That is correct, 

THE CHAIRMAN: I wondered if any parties to an 
agreed charge had any complaints to make. 

MR. SHEPARD: Not so far as I know, but my knowledge 
28 2am tad. 

Q. Turning now to Page 152 of Part I, I have got one 
or two very brief questions on the subject of the Crow's 
Nest Grain rates. 

At the top of Page 152, the second line, these two 
sentences appear: | 
"The vesting of jurisdiction in the Board 

in connection with grain and flour is necessary 

in order that rates may be just and reasonable 

for other kinds of traffic, This is so because 

if the grain rates are deficient the rates on 

the other traffic must be forced to a hfher level 

than otherwise would be justified." 

Now, there was just some doubt in my mind arising 
out of a question which Mr. MacPherson asked you the 
Other day. 

I think at some place in the material before us 
from the Canadian Pecific there is made a statement that 
if grain rates had been in with the other rates subject 
to the 30 per cent application, that is, instead of a 2l 
per cent increase coming out of that Judgment, the increase 
should have been 18 per cent? 

A, That, is right. 

Q. Would you suggest that that would have satisfied 
the Canidian Pacific under the present conditions, if that 
had been cone, while it might have relieved other shippers, 


seas at bl _— 
| ee : 

git} Gaal eae mot a 
pton Baw ad a) ew eons a 
#opqHes B2 ean 

ae ag aetteog eae LA hegebrow 1’ assent 
a calag of adatstance Yau Bad oe heen 
mhatwel ce ded oui f 68 sep ca soe ER em | vp 
| Aes pa ee 

age dog ayod E ,F drei fo Sel <7 of wom gate? Qo ~ 
aiqan® off Yo acahdue ch no smokiveup Rodad Yew ovayte 
seater pbse® trek 


. ay Lo ptt Qs f Ae att % ro} a P 
pyt eaatt~.aahi fasnes add ,Sef ogat Dongee age FA. oN 


% 


my 
ey) 


pT HERTO, BodTigs A908 
; Fie og apt it te rm 7 * e Phe tsart \ garde a eet”? ° b } i 
ye ogaagen af aust? Bap alee GE ete oeRHOS My. » 5 


i seri 


, pe 4 —_ 
4 PGE foe DAA Peet ea. Yee B BU aS gpa? tpbro Bt ors 


os i ‘ o ‘ 5 + eh a 3 30 ebats tedeo HOF VM, ¥ 
no eetes edd tnetolteh ete weaver ahem Ofte, BL “so 
fo¥el tedgr «.o¢ begrot. sd @amm cfYRert temso ee ny 
";, DOSRES ed Je anes! salwtedy o rents 

y ees ~ 
: aoletes Belg yn nt Idvoh emop Perl, paw Btey at WOH i 
: 
j Ht feo Rave as aM wt Goldy motfeenp 8 Fo tue 


. 8d SPOsAe LPLA ET om mee tt ao8Lg _- fe dehet f 
aon? GyagePete 2 sph eh, SterA oftiony mB EARS erly mae: lal 
| FOShAHE Bors, Topic ons ew ae nsatt bat sore qbare aa. 
£2 p 1g Beetant yet card ,xodpeonigge dapa stag OE ore oF 
PE°CRSHE SHA 4 PRORBPHE TORT “te tue aibgoo eaceaomt #782 Teq., 


Heo | ee pend iad bfuode 


= SS 


bspiehine eyed Pinog ganty er al see hi sine ty 
Lh Footy eh 7 


aineetli 


-15819- Mr. Jefferson cr-ex 


it would not have gone further towards relieving financial 
need which is alleged by the Canadian Pscific than at el 
per cent increase on the balance of the traffic? 

Pr The integrated increase would not have satisfied 
the Canadian Pacific. 

ay” Ney 

A, But the increase that was made in the rates would 
have been more evenly distributed. 

Q. Yes. But you made quite a point of the other 
shippers. I think you have gone so far as to say that it 
is one of the principal reasons why you advocate the repeal 
of this section, that the other shippers are having to pay, 
having to take the burden of the increases and pay rates 
higher than they would otherwise pay. 

Pousker Porpniat ts only truey if, in tact, the 
total revenue of the Canadian Pacific today is sufficient 
for their purposes, In other words, you object to not 
having these rates removed from the statute. You are not 
going to take a decrease in some of the other rates? 

A. I do not know that I follow you. But it does not 
make any difference, if there is an increase in rates, 
we say as one of our points, that the rates would be less 
on all traffic, if the rates on all commodities were 
increased, 

Q. But bearing in mind the repeated pleas of 
the Cenadian Pacific in recent years of financial need? 

A. YSsui airs 

Q. Now, if, today, grain rates were put under the 
Board of Transport Commissioners? 


A. Yes, sir. 
Qe Do you visualize, under the alleged need by the 


Canadian P2cific, a reduction of other rates and an increase 
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in grain rates? 


A. Not at the present moment, when we need more 
money and have an application before the Board for a 
further increase in rates, 

Q. That is exactly the point, yes. 

A. Now, turning to Page 160, my last question on the 
subject of grain rates, in the second paragraph, the 
second sentence starting on the fourth line down in that 
paragraph: 

"Rather the question is whether the burden of 

the original obligation having been transferred 

to others, not parties to the agreement, those 

others are to be required to continue to carry that 

burden." 

Now, who are those others you are referring to 
there? Are these other shippers that we have just 
been discussing? 

A. It could be other shippers or other railways. 

Q. It could be both’? 

A. Yes. 

Q. And with them you would include the farmers 
of Western Cenada, who are getting the benefits, it is 
alleged by the Canadian Pacific, that they are getting 


unde® the Crowls Meet fates now? ( °°™? of the others 


would be the farmers of the West? 
A, Why. 
Q- I am asking you. They are the shippers? 
THE CHAIRMAN: What is the point? 
MR. SHEPARD: My point is, sir: there is a 
suggestion in the Canadian Pacific brief that the rates 
on other traffic are now presumably, in the West, too high 


because of the alleged depressed rate on grain, 
THE CHAIRMAN: Do you think that what they are 
dealing with -- that they have dealt with that? 
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It seems to me that what they are talking about is carriers, 
in that pampraph, It is rather a question of where 
the burden of original application of the contract lies. 
Did you not have in mind the Canadian National Railways? 
MR. EVANS: I had it, in part, 
THE CHAIRMAN: You had other shippers too? 

MR. EVANS: Oh my, yes. 

THE CHAIRMAN: You speak of the burden of the 
original application having been transferred to others 
who are not parties to the agreement. You cannot imagine 
&@ shipper being a@ party to that original agreement. So it 
must have had rererence to other carriers, 

MR. EVANS: No, sir. We do mean other shippers, 
and we would still make that statement. 

THE CHAIRMAN: And you don't mean other carriers? 

MR. EVANS: We also mean other carriers. 

COMMISSIONER ANGUS: It can be extended to other 
carriers, but it could not be transferred to them, It can 
be transferred to the shipper. 

MR. EVANS: If you speak in the general language 
which we sometimes adopt in this brief, you lift the 
burden from someone's shoulders and transfer 1t to 
others, So in that sense it is a transfer of the burden. 

MR. SHEPARD: My only point in bringing up this 
matter was that it occurred to me that a substantial 
segment of the shippers of Western Canada are in fact 
farmers; and so long as they are content, and pay whatever 


rates they pay on their imported commodities -- but we 


have not heard any complaints about that; and it does not 


seem to me that the reasoning here is as strong as it 


could be. 


THE CHAIRMAN: Are you not complaining about 


the import rates? 
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MR, SHEPARD: All they are complaining about is 
os unjust discrimination. S 

THE WITNESS: There are a lot of shippers ir 
Western Canada who are not farmers, 

Q. I am not suggesting there are. I do suggest that 
an important number of shippers in the West are farmers. 

As There is an important group; but the perceutage 
of grain to total traffic, I do not know what it is 
offhand. 
The percentage of ‘ grain? ToOved, Graiiric 
originated or received in Western Canada is not all grain. 
Q. I know, but I think we have been through this 
discussion before. Actually the total traffic is also 
partly made up of goods consumed by the farmers who ship 
grain. And that is my principal point. 

A. Quite right, but not all of it. 

Q. No, not Gill, on Ls 

MR, EVANS: I am quarrelling with your suggestion 
that they were objecting to bearing that burden» . 

MR, SHEPARD: I think I put on the record the 
other day that, so far as our geographic and economic 
disadvantages in the West are concerned, we were prepared 
to accept them, so far as there was any discrimination for 
or against us, in that area, - 

THE CHAIRMAN: I noticed in this paragraph that 
the Canadian Pacific says that it was found impossible 
to limit their application to the Cenadian Pecific and, 


- 
4yi Consequence, the railways not parties to the 


agreement were forced to apply these rates, I thought 
that latter paragraph was meant to carry that thought out. 7 
COMMISSIANER INNIS: You are not uneasy, or worried 


about what the burdens on other people are? 


MR, EVANS: We do not think 1G 38 fair, 
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COMMISSIONER INNIS: You do not think it is 
fair, from your point of view? 

MR, EVANS: From our point of view we do not 
think it is fair that you should keep on increasing one 
section of the total traffic. It is possible that if you 
had @ period of actual inflation you might actually 
destroy that traffic, while at the same time this level of 
rates would remain fixed. 

COMMISSIONER INNIS: Yes, I find it rather difficult 
to become accustomed to people who are thinkimgof other 
people's interests, 

MR. EVANS: There is no doubt about that. 

MR. SHEPARD: I wanted to turn to another subject, 
but it may be that your lordship may feel this is a good 
time to adjourn for lunch, 


THE CHAIRMAN: Yes, we shall adjourn until this 


afternoon. 


--- At 1:00 p.m. the Commission adjourned until 2:45 p.m. 


today. 
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Ottawa, Monday,February 20, 
1950. 
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MR. C. E. JEFFERSON - Recalled. 


Cross examination continued by Mr.Shepard: 


MR. SHEPARD: Mr. Chairman, I have only very 
few points left to cover. I want to turn now to Part 
II of the Canadian Pacific submission, at page 56, which 
is the second page of the section dealing with horizontal 
or flav percentage increases in freight rates. This is 
a subject which my friend Mr. Smith will be discussing 
in more detail with Mr. Jefferson, and possibly my friend 
Mr. Barry, but it was the subject on which I wanted to 
ask Mr. Jefferson one question. 
Q. If you will count up from the bottom of page 56, 
Mr. Jefferson, seven lines, you will find this sentence, 
which I should now like to read to you: 
"In Canada, however, there are relatively few 
railroads and therefore the competition, so far 
as it relates to thelr geographical location, 
is not of the same importance to the railway 
systems as in the United States." 
I think I would accept that statement, but I wondered if 
perhaps the converse would not be true, in this 
sense, that while the competition is not so serious 
from the point of view of the railways, it is more serious 
from the point of view of consumers of freight services. 
THE CHAIRMAN: Competition is more serious? 
MR. SHEPARD: The lack of competition in 
Canada as opposed to heavy competition in the United 
States. 
THE CHAIRMAN: I see what you mean. 
THE WITNESS: What is the question? 
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MR. SHEPARD: Q. .. . would be more serious 
in Canada to the consumer of freight than to the railways. 

Bie I don't know that that is so. If you had more 

Carriers in Canada you might well have a higher level of 
rate than you have today with only two principal carriers 
in Canada. 

Q. You might have? 

A. Yeby. G27, 

Q. But the fact would remain that the consumer 
is interested in having his interests protected against 
any monopolistic features that may exist as a result of 
any relative lack,.of competition in Canada. 

A. Of course, I don't think that two railways in 
Canada is harmful to the consumer, 

Q. I am not suggesting that they are. I take it 
you. disagree with the proposition I put to you, do you? 

A. That the fact that we have less carriers in 
Canada than in the United States -- that it is more 
harmful to the consumer -- I would say no. 

Q. I will put it to you this way: the consumers 
are perhaps more interested in having adequate regulations 
here than they would be if there was more competition. 

ae Well, I don't know. I think they have got 
plenty of regulation in this country. 

Q. Weil «Lodo not wish to pursue the subject. Then, 
Mrs deTievson a My Next pointdeals with Exhibit 171, which 
you filed during your direct examination with respect to 
the subject of eqauization of rates. 

The subject of equalization, Mr. Chairman, starts 
at Page 64 of Part II, but I am going to ask just a 
couple of questions on Exhibit 171, and not refer to the 
text of the submission. This Exhibit is headed "Increases 


and Reductions in Freight Rates in Ontario --" 
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Mr. Jefferson cr-ex 


THE CHAIRMAN: What page did you say? 

MR. SHEPARD: I am just referring to the Exhibit 
in connection with this subject. It is headed "Increases 
and Reductions in Freight Rates in Ontario and Quebec, 
Compared with Prairie Territory and Pacific Territory." 

Q. The Exhibit has already been explained to us 
by you in your direct examination. I just want to suggest 
to you, Mr. Jefferson, that the percentages that we arrive 
at at the bottom of this Exhibit, 147 per cent, 97 per 
cent and 51 per cent, which represent the increases over 
1914 of 100 per cent. 

Le Over 1914, that is right. 

Q. Taken as a hundred per cent? 

BS Yes, sir. 

Q. So that the validity of the Exhibit to some 
extent is based on the assumption that the proper re- 
lationship existed on September 1, 1914; that it was 
proper to take it as being a hundred per cent at that time. 

jules Well, the Board in 1914 set many rates say in 
the West in the decision, in what is known as the 
Western Rates Case: and at that time the rates set were 
considered to be reasonable with the rates in Eastern 
Canada. 

Q. I am not going into what the rates were at that 
time; I am simply pointing out that if this Exhibit is 
taken as proving anything, you must also take the 100 
which appears in the three celumms as being the proper 
figure to appear in those three columns to start with. 

Rig In 1914? 

Q. 1914, 

hs Yes + SL: 

MR. EVANS: © “EC is™an index. 


MR. SHEPARD: Yes, it is an index of 1914, and 
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has changed from time to time up to the present. 

THE CHAIRMAN: There is one for the Eastern 
rate, 1916, which is also put down as 100. The one you 
are referring to, 1914, is the Western rates. The other 
one is the Eastern Rates Case and they are both 100, and 
are two years avart? 

THE WITNESS: They are both 100, so far as the 
Praiyre ane ene roc. so Merrivory are concerned’, but 
BRastern Rates Case Decision brought the Ontario and 
Quebec index from 100 in 1914 to 105 in 1916. 

Q. Yes, I see that in the first column. 

A. ¥os, “sity. 

MR. SHEPARD: My only point, Mr. Chairman, 
was that the Exhibit assumes that the level was proper 
in 1914, because it is allotted an index number of 100 
in each of those areas in that year. 

THE CHAIRMAN: In each of the three territories? 

MR. SHEPARD: Yes. To me it assumes that -- 
perhaps I am wrong. 

THE CHAIRMAN: In 1916 it varies with respect 
to Ontarie and Quebec; they go up to 105, while the sther 
two remain at a hundred. 

MR. SHEPARD: Yes; they start applying the 
increases that were granted by authorities shown in the 
right hand column ef the Exhibit right through. 

THE CHAIRMAN: Yes. 

MR. SHEPARD: There was only one other question 
I wished to ask en the Exhibit. 

Q. I take it that the authorities granted the 
increases shown on the right hand side, which would not 
affect competitive traffic; they would be general rate 
increases affecting standard rates? 

PN Well, some of the increases affected competitive 


rates, but in 1914 we didn't have the number of competitive 
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rates that we have today; but this index does not only 
apply to what you call standard mileage rates; it applies 
to all rates that had percentage increases, whether they 
were standard rates or special rates -- standard or 
special I will ‘say. 

THE CHAIRMAN: Q. But all the increases were 
mder Orders“of the Board, were they not? 

Ms Yes, sir. It does not make any difference whether 
this 1200718, 25 Gents, mOncenus or /5 cents, the percentage 
increase would be the same. 

MR. SHEPARD: That is right. 

Q. The only ‘peint LI‘was leading up to, Mr, Jefferson, 
was whether the competitive rates, say in Ontario and 
Quebec, where there are more competitive rates than in 
other regions, whether they have increased by 147 per cent 
from 1914, or whether they have not. Do you have any 
opinions en that? 

A. I would say not in the sense that we discuss 
competitive rates today. Competitive rates and railway 
tariiis today,1youmey Ssay.,-noa their inception in: large 
number after 1922, but the increase from 1922 on applied 
to competitive rates; and furthermore, many of the 
competitive rates have been increased by a greater amount 
than the increases shown since 1922. 

Q. Yes, and presumably a considerable number had 
to be reduced during the thirties when the competition 
became very severe. 


A. Quite so, but they have been increased very 


materially since 1945, we will say, -- 1946. 


Q. I just wanted to point out to you the fact 
that in the Ontario and Quebec column -- since this is 
an index only and not a dollar result or even a fractional 
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A. You will find some competitive rates even since 
1945 that may have been increased more than 100 per cent. 

Q. Quite, and some have been substantially reduced. 

As Not since 1945. 

Q. But none have been reduced? 

A. I would say very very few. 

Q. But the fact is that 147 per cent should not be 
applied asrepresenting the effective increases in 
competitive rates during this same period? 

A. No, because we didn't have competitive rates 
Ansaglt. 

Q. Then turning to my final point, Mr, Jefferson, 
which appears on Page 106 of Part II, which is where 
you deal with the general subject of reparations. I do 
not want to refer to any specific part of that subject, 
but I presume that the way the reparations would work, 
if they were in fact included in the statuteSor provision 
was made in the statutes for them, would be that after 
payment of a series ef freight charges the shipper who 
eensidered himself to be aggrieved would have the 
machinery afforded to him to Ponpeuene railways to repay 
the excessive charge. That is the way it works, is it? 

Mi SWANS: \ There is.a legal question there, 
Mr. Shepard. 

THE CHAIRMAN: What is the question again? 

MR. EVANS: When a shipper considers himself 


aggrieved, he would have the right to ask for reparations. 


There is quite a distinction between an aggrieved 
who has 
shipper/ a claim resulting from discrimination and one 


whose claim is based on a rate being unreasonable. 
THE CHAIRMAN: That is a rate which he has paid? 


MR. EVANS: Yes, sir. In a case of discrimination 
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his difficulty is to show actual damage. Very often in 
the United States this precludes him from recovering his 
reparations. But in the case of unreasonable rates, 
there is no difficulty because the Commission finds what 
would have been a reasonable rate. In the case of dis- 
crimination, there is actual damage which must be proved, 
and very seldom is proved. 

MR. SHEPARD: For my purposes I will confine 
myself -- 

THE CHAIRMAN: Would that leave this kind of 
middle course that a rate may be unjustly discriminatory, 
and still he would have to show damages? 

MR. EVANS: Oh yes, sir; that is consistent 
with the findings of the Interstate Commerce Commission 
in reparation cases, that unless a shipper shows actual 
dollar damage, he cannot get anything in reparations. 

THE CHAIRMAN: Even if the rate was unjustly 

discriminatory? 

MA EVANS: Yes. 

THE CHAIRMAN: What difference is there between 
an unjustly discriminatory rate on the one hand and an 
unreasonable rate on the other? 

MR. EVANS: In that case the Commission will 
find what would have been the reasonable rate, and the 
difference between the reasonable rate and the one he 
has paid is the measure of reparations; bute inthe 
case of discrimination, and he has to show damage-- it 


is like a damage action. 


(Page 15832 follows) 


met 


BE Awe POY .ogemeb fepees waite at Nils 
ae ASP eSae5 was : ees Pare ‘aah | : ot sri 
SUT SkdenA ator ae Sen ome at ae ane sae 
Fim ahots aateehoel oft wasae sd (eineryVEs oy ns eee: 
| en 
~aib Yo cana of at .oe0 Sfdnangncd |h \agad veil BE 
(bavadg ed tpn aol Seesee Lege 7h sien staan: 
: | chevorg ah oeblse. vero ce 
aaa Lie 2 aaeqanag Ye 39%. ARR ae ti 
\% io Rit aldy sveek ¢se¢ bivoW vAaNiREARS ae | wen 
.Viotpaimiganih yivauianr od Yom sere dete oayugn SEDDEM fat 


ar 
i 


i a Por 
‘aageresb were at ovat Bivow ef Shige ine vay 
gnorebango .2f sett pehe .Aay Ao :GEAVE 7B 
AaigelLmNan gepongn) Siobegseal sae 4 LO aagtoaet oft Agee 
fests awofa ‘toqegide # 3golqu 2509 .8Se8s sedvarages at i 


(6 tom tendss so yopamab isffed . 


‘ 
oe 
‘St 
> 
- 
a 


“fteytnd dew star og¢ oo: pag MeO SRE 
* id 
ty gtental see sb 
-uo¥ +SVMAVE Ae 
Jmeouted stadt el MorR th Jem AMAA ST ve ’ 
, : 
: ae bes Bae cao. sid oa otex pregegiatedeth yitembay as 
: ule , - y eo) 
i “ferto ont Ao. stein sidercenetyy 
0 Ti RoLeRteToS Sat Sash Get GE TSAI ae 
omg Ono yetit aidsaoneed. od need. Qved minew mene Salt 
a | 
ric Sh ba fog ofidanoasot sds soiwisg oocieesttip 
ai? ar oid genolceyaqyy par) aaa oi ope ef Sisq aed 
me _,noliaykgiresg ih Lal eyRO ” 
i ; SOLIS sgSmeh une at 
tv = j 
i! iY ‘ ; . 
: i? 5 <4 


~ 15832 - 


Mr, Jefferson, cr-ex. 


THE CHAIRMAN: What might the damages consist oF, 
then? 

MR EVANS: Well, that is very difficult for him 
to show, and he frequently cannot show it. 

THE CHAIRMAN: Wouldn't it be enough if he 
showed thet he had paid too much freight? 

MR EVANS: No, because if there is unjust dis- 
eriminetion it does not call into question the reasonsble- 
ness of the rete. For example, taking A and B, one having 
a rate of 50¢ and the other having e rate of 40¢, A claims 
ageinst the railway thst he is unjustly discriminated 
against; he does not say, "My rate of 50¢ is too high or 
unreasonably high," he says merely, "I am hurt by my 
competitor at B having a rate of 40¢." The measure of the 
damege, the Interstate Commerce Commission hes held, is 
not the difference between 40¢ end 50¢. 

THE CHAIRMAN: It would be the loss of the market 
or something like that. 

MR EVANS: Yes. In this country the railway 
would have the option to remove the discrimination by puttin 
B's rate up to 50¢, so that he does not necessarily suffer 
pecuniary loss. 

THE CHAIRMAN: Then the unreasonable rate is one 
that is unreasonable per se. 

MR EVANS: Exactly. 

THE CHAIRMAN: Regardless of comparisons. 

MR EVANS: In other words, remove the discrimin- 
ation element. If the Interstate Commerce Commission were 
to hold thst the reasonable rate, instead of 50¢ , is 
40¢ , to the man who said, "I paid 50¢," the Interstate 
Commerce Commission says, “You should have paid only 40¢, 
because 40¢ is a reasonable rate, therefore your reparation 


is 10¢." But in a discrimination case it does not follow 
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thet the rate is unjust or unreasonable. 

MR SHEPARD: For the purpose of the question I 
had in mind for Mr. Jefferson, I will esk him to assume 
with me thet it was an unreasonable rate, and the shipper 
wes successful in effecting recovery from the afew al hale koto Re 
and the only point I wanted to bring out is that that money 
that the shipper received would in fact be an extra profit 
to the shipper which he had already collected from the 
consumer of the freight services, and the consumer would 
derive no benefit from his recovering the reparation. 

THE WITNESS: We agree with that. 

THE CHAIRMAN: Before you go into that question 
would you please enlighten me s little further? Could any 
rate, then, which is fixed beneath the celling authorized 
by the Board ever be en unreasonable rate? 

MR EVANS: Well, thet of course is the fundomental 
difference between the method of retemaking here and in the 
United States. In the United States 3 rolilway merely files 
a tariff. There 1s no approval of thet tariff by the 
Interstate Commerce Commission. It is not prima facie 
reasonable, and it can be attacked at any time. In this 
country we get a previous approval before the rate becomes 
effective, and it is prime facie ressonable. 

THE CHAIRMAN: And the Board here is supposed to 
see to it that there sre no unreasonable rates allowed. 

MR EVANS: Yes, 

THE CHAIRMAN: So you would not have that; you 
could hardly have thst question. 

MR EVANS: That is our argument on that question, 

THE CHAIRMAN: Yes, I see that. 

MR SHEPARD: Mr. Chairman, my thinking goes slong 
the: line of the railway's thinking. 

THE CHAIRMAN: What were you putting to Mr. Jeffer- 
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- 15834 - 
Mr, Jefferson, cr-ex, 


son sbout thet? 

MR SHEPARD: My question simply was that if a 
Shipper wes successful in collecting back an excessive 
cherge that he had paid, or any part of it--- 

THE CHAIRMAN: Due to en unreasonable rate? 

MR SHEPARD: Yes, sir, or due to any other 
cause; I was not particularly going into the cause of 
his success in collecting it back, but if he had done so 
the consumer of the freight service who actually peid for 
that would not get any benefit from the reparation. 

THE CHAIRMAN: The consumer of the goods, do you 
mean? 

MR SHEPARD: Yes,sir. If a shipper ships goods 
to a consignee who consumes them, the consignee presumably 
pays the freight charge; it is included in whet he pays 
for the goods. If the shipper is successful in recovering 
pert of that freight charge back, he puts it in his pocket. 

THE CHAIRMAN: He does not shere it with his 
pertner. 

MR SHEPARD: He does not share it with his 
customers, 

MR EVANS: He may have e contract f.o.b., 
though, Mr. Shepard. 

MR SHEPARD: That is quite possible, 

Q. Would you agree with that general proposition? 

A. I do; I agree that goods are bought and sold on 
the basis of the published tariff, and if 9s party paying 
the freight rate should succeed in getting repsretion he 
would not pass that on to the party to whom he sold the 
goods. It would be the middleman, so to speak, who would 
derive the benefit. 

COMMISSIONER ANGUS: To carry thet one stage 


further , if the shipper hed sold the goods at the price 
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-~15835- Mr. Jefferson, cr-ex,. 


he had asked, could he prove demages because his freight 
rate had been high? I mean, if the demoges hed fallen 
Somewhere else, could he collect for them? 

MR SHEPARD: If he hed sold goods expecting to 
pay one freight rate and hed to pay 2 higher one, do you 
mean, sir? 

COMMISSIONER ANGUS: If he sells goods on the 
besis of the higher rate, the excessive freight rate, but 
his purchaser pays the price that covers the price quoted 
for the goods and the freight rate, could the vendor of the 
goods claim thet he, the vendor, hed suffered damages as a 
result ofpehat? And would not his demages have to be in 
the form ofuinjury to his business, restricted trade or 
something of that kind? 

MR SHEPARD: If it was a question of proving 
damages I would say yes, sir, but if he could esteblish -- 
as my friend Mr. Evans has distinguished between two types 
of claim -- thet it was en unreasonable rate, I do not 
think he would then have to show that damage flowed from 
thet unreasonable rate. 

THE CHAIRMAN: Mr. Shepserd, are you emong those 
who contend that the Railway Act should provide for the 
payment of reparations? 

MR SHEPARD: No, sir; we are emong those who say 
that it should not so provide. 

THE CHAIRMAN; All right. 

MR SHEPARD: That is all, thank you, Mr. Jefferson. 

COMMISSIONER INNIS: Q. Coming back to page 56, 
Mr. Jeffersony of (Part Dl; 1 think you were discussing with 
Mr. Sheperd this difference between the American situation 
and the Canadien situstion as to the number of rosds? 

Ae YES. 894 


Q. And I wondered whether you had not the possibility 
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~15836- Mr. Jefferson, cr-ex. 


of putting your finger on some very significant differ- 
ences, and whether you would care to go so far as to sa i 
for example, thet the whole existence of statutory rates 
is because you have two railways in this country rather 
than because you have 2 great number? 

A. The whole existence? 

Q. Of statutory retes, yes. 

A. Is because we have two railways? 

On Ves. 

THE CHAIRMAN: Only two, 
COMMISSIONER INNIS: Q. Only two. 

A. Only two railways? Well, it depends on how those 
railways became built up, but I don't know. If the 
Canadian Pacific had only been west of Fort William end 
not east, whether they would have had statutory rates or 
NOLs dt could. not, say, 

Q. Well, with 9 great number of railways in the 
United States, statutory rates would surely be an exception; 
in fact, as far as I know they do not exist, do they? 

A. They do not have statutory rates, no, sir. 

Q. And you have this fundamental difference which 
you pointed out here, which seems to me to explain the 
existence of statutory rates in this country, es well as a 
great many other differences which make it very difficult 
to compare the United States end Canada? 

A. I don't know that I cen answer you. 

Q@.- Well, I was just interested es to whether you had 
any comment, 

A. I don't know whether if we had four or five rail- 
roads in Cansda we would have had statutory rates or not; 


I don't know, 
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-15837- Mr. Jefferson, cr-ex. 


CROSS-EXAMINED BY MR SMITH: 

Q. Mr. Jefferson, it is suggested, is it not) at 
page 56 of Part II of the Submission of the Canadian 
Pacific Railway Compeny thet the practice of the Inter- 
state Commerce Commission in respect of exceptions from 
horizontal increases is not an authority to be applied in 
Canada? Those are the words used--- 

A. That is our thought, the thought of the railway? 

Q. Is not en suthority to be applied in Cenads -- 
that the United States practice is not an authority to be 
applied in Canada; that is what is Suggested in your brief? 

wy "Yes str : 

Q. And the reason you assign for that is that the 
railroads themselves, you say, in the United States are 
responsible for the practice of having exceptions to 
horizontal increases? 

very larceiy >; yes swisir, 

Qi You also submit in that brief thst this Ws 
largely attributable to what you allege to be a fact, that 
in the United States they have a very large number of small 
railway systems, whose interest lies, es you suggest, in 
maintaining industries located on their lines, or an 
inducing other industries to locate on their Laness that is 
your point that you make with respect to horizontel in- 
creases? 

A. Well, railroads in the States are small in the 
sense of comparison with mileage of the Cenadian Pacific or 
the Canadion National. 

Q. I was going to go on and develop that point 3 
bit, Mr. Jefferson, Are there not a considerable number of 
very large railway systems in the United States? 

A. There sre systems in the United States thet have 


very substantial mileage, yes, sir. 
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-15838- Mr. Jefferson, cr-ex,. 


Q. Now, do not seversl large systems extend from 
Chicego and St.Louis end other midwest cities to the 
recific Coast? 

Pee LRS » Bais 

Q@. And ere there not very lerge railwey systems elso 
which extend from these cities to the Atlantic Coast? 

A. Yes, sir; but nothing from the Atlantic to the 
PacLt 1G, 

Q. All right. And are there not lines which sre 
generally called transcontinental lines which cross the 
great plains to the Pacific Coast? 

A. A number of the rsilrosds between Chicago snd the 
Pacific Coast are called transcontinental Lines. weswigir, 

Q. Although one system in itself does not extend from 
ocean to ocean? 

A. That is right, 

Q@. These so-called transcontinentel railway systems 
connect, do they not, on the east with the other railroad 
routes, either over their own rails or over lines of wheat 
ere called the Grange and Southwestern Railways? I am 
referring now to the trenscontinentel raeliways, Ls that 
not true? 

A. Well, a number of transcontinental reilroeds 
connect with railroads st either the Mississippi River or 
Chicago that run east to the seaboard, Some of the so-called 
transcontinental routes from Chicago to the coast may be 
over two or three lines, 

Q. Over their own lines or connecting lines? 

fh, That is right. 

Q. So then you have o system, 2 continuous system, 
either by mesens of one or two railway systems, very large 
rellway systems, extending from coast to coast, so that you 


have the east and west traffic end the west to east traffic? 


i; ‘tive betas soradaye “ne 


ia grit of estato gaowbs me 


aie oresege yewlicy 2a “1 Yt Son eves eae “find: hal he 


. Stasod otdnetda ott of esate th candyt wedt) prada slow 
’ 
‘ 
ga of oienefth adg mort anidion sud ately, s6¥- ae % ia) 


by by + a vse 2s 


: 
F i i | 
; 3 es of ae _ i, those ae vt ae | ae ‘Gi 
ots have Beotindon dpa tote bak, str, BEA aey) 
7 4 
£5 ae te dy ’ ¥ ! oe et Be Ry wer ume gr fy ? 
ate eeaerd Siri £Srid Laren rieoan io PSLAGs yilatveies 
, 
i } o 
is Ria. i se ashes * ar - 
af att toth eee ot embeky, sag) | « 
ade io gyrg kid mesrwaG Bl tifey ond Toone a 2A TAY 
’ 7 
2 a * . “ e, 
mi AA 1d Ma dai od. Pare cea Bee cert pea dt Cee ae Yay m BS hk re | 
- -. Z ’ os 4 > 4 . a * Rat < ~- uf “ 
movt biiedke dom eau looesd AL sues oe G@svotata. «2 
- 
?tseoe oF meBoo 
San — . * ow ’ a 
wets 2s Jas. 2A d 


Epa aAtS YOR RIOT 4ean> epoch we Helgeseas Seem. oo 


re a A, hs oy 7 ——- o #. ice rer 
beort boy Betis sis my fs 23 4G , FOR GaAs. Oa « WEHOO 
2 ' 
: 
. 
ud R ye _ P hia Se rs a 2G ck Be 3 » ey 
aeig Les SPREE 2 VO i Cee Ay eS, Sainte gang ie ,25. Jo 
ne = Paw a en ye oe Ai eee mS ty a ira ine { aA co 
Gis & omer Pied iis kS Sy OOS gees See ee | Tae ae ee 
ee 


ons loo Rae ts Sit Ge Wod salrastet 


. aw “a n . " ‘ ed ee e ~ 7 
Vs « t os, oe wh ony fie ee + ita, oe se ETT STS d e) 
GOBLET 2 _ Soren noes 20 econ © 2AL5 & Ly, 
' 
“ 5 ja 
oh weg & Say A, sisi yee ie : on Ae wae whee a ghee ae cy a> wf ah € ba ee eer 
Mi Aas Bee he at RA ie ‘si Me Than! “RO Ae ee Na We? e be wea iF iw Sea Aa! é 
i 4 


Pa ees Ahi oS Dae 
at OG, BLE TG: SHG 5 ae Be 


- wee - SER eS eee oa +] er mx fat gente eS i & », sb prs ie F 
ad ‘yer dasos edd oF of) oes eOTF neguat Ledront ta Oe fist 


wenth eetdt, +o OMe, faye 4 


, “ 
Pe eee ee ee a sigsyih > uate. ee 
Peseed. Melua | Ee. BRS Lt "hee aT). in’ a 
=< a | 


| | ae | 


ecornigines > ates oe eyo atc fret? OG . wh : 
. . 1S ae 
qarde Ge aged Rage ee Be aio Qe nero [G: eae ' 


: 4 akee 
= 


-15839- Mr. Jefferson, cr-ex. 


A. Well, in no case would you have less than two 
railweys from cosst to coast. 

Q. As I mentioned before, there is not one that 
extends from coast to coast? 

A, ofhet (is right. 

Q. But the point I em suggesting to you, Mr. Jeffer- 
son, is thet these railway systems to which I refer sare 
very large railway systems. Now, take for instance the 
New York Central; it is a very large system, is it not? 

Ae Lee Sir, 

THE CHAIRMAN: What is its mileage, can you tell 
me? 

MR SMITH:Q.Its mileage is approximately what? 

Ten thousand miles? 

A. I have not the mileege of the New York Central. 

Q. In the neighbourhood of ten or twelve thousand 
miles, lines of track? 

A. I doubt if it would be ten thousand, but it may. 

Q. I think I can give you the milesge, 

THE CHAIRMAN: I understand it is in the Canadian 
National brief, so we will find it. 

MR EVANS: I would have no difficulty in saying to 
Mr. Smith that we recognize that there sre large railway 
Systems in the United States. 

MR SMITH: The point I am making is, the point has 
been stressed that there sre a great number of very small 
railways, and thet is the reason; that is the point. I 
Just want to make the point that there are also very large 


railwey systems. 


(Page 15842 follows) 
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~ 15842 - Mr. Jefferson cr.ex 


Q. Now, the point I also want to. make with 
you, Mn. Jefferson, 18, that while the traffic of 
the transcontinental traffic varies from line to 
line to some extent, can't it be said generally 
that it consists for the most part of commodities 
such as lumber and livestock, fresh fruit and canned 
goods moving east, and coal, cotton, steel, auto- 
mobiles and miscellaneous manufactured commodities 
moving west? 

A. Yes, eastbound I would agree there is 
lumber and canned goods. 

Q. Livestock? 

A. Yes, sir, and fruit and vegetables, apples 
and so on, and metals. Westbound I do not know 
about coal going west. I never heard of any coal 
going over the transcontinental railroad, but there 
is general merchandise. 

Q. Automobiles and all kinds of manufactured 
goods? 

An Tes sag, 

Q. And I suggest to you, Mr. Jefferson, that 
the traffic on these transcontinental systems is 
not unlike that on your own railroads on the trans- 
continental line of your own railroad, the Canadian 
Pacific Railway Company? 

AVTThaG is right. 

Q. Now, several of these railway systems 
to which I have referred traverse various territories 
in the United States, do they not. For instance, 
take the case of the Santa Fe, the Atchison, Topeka 


and the Santa Fe, Now, that is a very large railroad, 
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is it not? 

A. Yes, the Santa Fe would cover the south-west 
as well as transcontinental. 

Q. And it would be in quite a number of what 
are called "the territories" of the United States? 

A. Yes, but that is the most extreme one. 
There are not any others that serve the south that 
cover the transcontinental territory. 

Q. Well, I am just taking the Santa Fe as 
a very large railway system? 

A... ¥es. 

Q. And in addition to the Santa Fe, there are 
such railways as the Northern Pacific which is also 
a very large railway? 

A. Yes, purely transcontinental. 

Q. And the Great Northern Railway? 

A. Transcontinental, purely. 

Q. Now, the Santa Fe, as you know, extends 
from Chicago, and it includes the Pacific Coast 
Territory including San Francisco, Oakland, Los 
Angeles, Galveston, Texas, in the south, Chicago 
in the east, and through connections with St. Louis, 
traverses the Pacific Freight Traffic Bureau, 
Western Traffic Lines, South-east Freight Bureau 
and to St. Louis.on the border of the Central 
Territory? 

A. It is pretty wide territory when you say 
South-east and Central Territory. I would say 
no to both of them. 

Q. As I suggested to you, the traffic on these 


railways to which I have referred is quite similar 
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to that on your own transcontinental line? 

hea Yes, sir. 

Q. Now, you in your evidence referred to the 
question of the origin of the practice in the 
United States of having exceptions made to 
horizontal increases, and you suggested that the 
practice arose through the actions of the railways? 

As’ cipsaidplargely,.yes,; sir. 


Q. Largely through the actions of the rail- 


ALG Wepsy 817. 

Q. Now, were you present when I presented 
the case for the Province of Nova Scotia, and I 
referred to some of the authorities in the United 
States on the question of horizontal increases? 

Wa? in February? 

Q. Paves « 

A woNopwisias, lbiwas, away. 

Q. Now, the earliest case which I mentioned 
at that time, was the well known case of Increased 
Rates 1920. That goes back a long time? 

BD. ULES a vsin. 

Q. oA matter of thirty years. And at that 
time the question of horizontal increases was 
raised. <A horizontal increase was requested in 
the applicatien and there was opposition on the 
part of certain shippers to such a method without 
any exceptions to the horizontal increase. Do you 
recall that matter? 

A. Nenvess, wir. 


Q. Now, I notice that at page 245 of the 
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Report of that case, which is 58 I.c.c. Reports it 


ls stated - - 

THE CHAIRMAN: We have had that case 
already? 

MR. SMITH: Yes, my lord. It is stated 
at page 245:- 


"The adoption of specific increases in 
cents per unit instead of a percentage increase 
will, of course, maintain existing relatienships. 
However, the carriers almost uniformly opposed 
this method, and it is not generally advocated 
by shippers." 

So at least at that time, thirty years ago, it 
cannot be said, reading from that decision,°that the 
carriers were in favour of exceptions to horizontal 
increases? 

A. But in that case there were not exceptions 
in the Commission's Decision. 

Q. I know there were no exceptions. There 
were certain of the shippers who appeared and asked 
that there be exceptions, and the point I am making 
is, that the carriers uniformly opposed the making 
of exceptions? 

A. At that time, VEG. Sire 

Q. Now, I would like to refer you, Mr. Jefferson, 
to a later case, the Case of EXUPaStesalsin That: is 
reported in 208 I.C.C. page 4. You will please look 
at page ll. 

AS jWesedsin. 

Q. Now, I will read the passage to which I 


refer. It is headed "Applicants' Proposals"; 
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"In the various general proceedings in- 
volving horizontal changes in the general rate 
level in the past two decades, the issues have 
generally revolved around proposals to apply 
a uniform percentage increase or reduction to 
all rates. The present proposals depart from 
the uniform percentage plan. For the most 
part an increase of 10% in the present rates 
iS proposed subject to certain maxima and 
exceptions, and some commodities would be 
Subject to increases of flat ameunts instead 
of percentages, while others would be exempted 
from any increase and in still other instances 
increases are proposed only for the longer 
hauls, beyond what applicants believe to be 
the zone of most acute truck competition". 

THE CHAIRMAN:: What year was that? 

MR. SMITH: That, my lord, was in 1935. 

Now, that was the first case in which the applicants 
themselvss proposed general exceptions to a horizontal 
increase.  slsothat not correct? 

As» E£.would.say so. 

COMMISSIONER INNIS: Who were the 
applicants? 

MR. SMITH: The applicants were, I think, 
Substantially all the C:lass 1 railroads in the 
continental United States - "substantially all the 
Class 1 Railroad Carriers in the continental United 
States joined in the petition". 

THE CHAIRMAN: Perhaps you have already 


told us and I did not hear it. Did they say what 
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commodities?’ 

MR. SMITH: Oh, yes, there is a list here 
of the commodities. 

THE CHAIRMAN: Well, if it is in the Case 
MotNiiiet ind ac. 

THE WITNESS: That was quite a different case 
than the one in recent years too. 

MR. SMITH: Now, I would also like to refer 
you - - 

THE CHAIRMAN: You say that is quite a 
different case from what? 

THE WITNESS: In that case, as I recall 
it, they had an increase of one percentage on car- 
load traffic and another percentage on less than 
carload traffic and arbitrary or maximum increases 
on many, many commodities. 

MR. SMITH: Now, the next case to which 
I wish to refer you, Mr. Jefferson, is Ex Parte 166. 
That is reported in’ 270 I.c.c, 4ok, 

THE CHAIRMAN: What year? 

MR. SMITH: 1948, it was decided July 27, 
1948. It is Ex Parte 166, and at page 404 the Case 
Starts. Have you got it, Mr. Jefferson? 

Ret Yeso 819: 
Q. Now, I would like to refer you to page 453. 
It is quite a long passage which I propose To read# 
"As we pointed out in the case last cited 
(the last-cited case being the 58 I.C.C. which 
was the first case to which I referred) page 


244 there are many competitive situations where 


no recognized differential relation of rates 
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has been established, but where nevertheless, 
rates have been made to reflect competitive 
conditions, and such situations greatly out- 
number those in which fixed relations have 
been established. The application of a 
percentage increase to both long-and-short- 
haul competing shipments results in widening 
the amount of the difference between the 
rates, often to such an extent as to exclude 
the long-haul shipper from the common market 
or compel him to reduce his prices so that 
he Nas.nco, profit." 
Now, do you agree with the statement:- 
"The application of a percentage increase 
to both long haul and short haul competing 
Shipments results in widening the amount of 
the difference between the rates - - "3 
Moptooweree that the application of a percentage 
increase in rates widens the difference between the 
increase in a low rate and the increase in a high 
rate, tThate Spear Lt widens the difference in 
hundred pounds. 

Q. Do you agree with the further statement:- 

",..often to such an extent as to exclude 

the long haul shipper from the common market 
or to compel him to reduce his prices so that 
he has no profit"? 

A.» .1.do not agree with that, no, sir. 

Q. You do not agree with that? 
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"does not agree with that" he is transferring it 
to Canada, is he not? 
THE WITNESS: Yes, sir. I am not disputing 
what is said in the decision - - 
MR. SMITH: The question I am asking you, 
I don't think Canada has any connection with. 
THE CHAIRMAN: Are you reading from the 
findings of the Commission? 
MR. SMITH: I am reading from the findings 
of the Commission, but it vs a general statement, 
I submit, my lord, not related to any country. 
THE CHAIRMAN: Well, it must be a matter 
related to the facts of the case. 
MR. SMITHS: It Bays:- 
"The application of a percentage increase 
to both long haul and short haul competing 
Shipments results in widening the amount of 
difference between the rates". 
THE CHAIRMAN: Well, what is the case in 
the matter they are dealing with? 
MR. SMITH: They are dealing with the 
question of long-and-short-haul rates menerally, 
I submit. That is a dictum laid down as to the effect 
of a horizontal increase in any instance, as I suggest. 
THE CHAIRMAN: Now you are asking Mr. 
Jefferson So= 
MR. SMITH: I asked him if he agrees that 
that could be accepted as a general statement applicable 
both to the United States and to Canada or to any 
other country. 


MR. EVANS: He has given you the answer. 
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MR. SMITH: What do you say as to that? 

THE WITNESS: I said I agreed with the 
first part of the sentence, but did not agree with 
the second part of the sentence. 

THE CHAIRMAN: What part do you agree with? 
Aart cold Mrs Smith, that I agreed with ‘the 

part of the sentence:reading:- 

"The application of a percentage increase 
to both long-and-short-haul competing ship- 
ments results in widening the amount of the 
difference between the rates." 

I told him I agreed with that in cents per hundred 
pounds. ‘Then, It says:- 

Ueesvotven to suchan extent as to 
exclude the long haul shipper from the common 
market or compel him to reduce his prices 
so that he has no profit". | 

And I told him I did not agree with that. 

Q. Well, you see the Board says: "This often 
happens"but in respect then to Canada, what do you 
Say? 

A. I say, as I said in my evidence, that it 
does not happen in Canada, if the price of the goods 
has gone up and increased to the same extent or 
more than the freight rates. 

Q. Do you think it would be applicable in 
the United States? 

A. I would think it would be applicable there 
too. 

Q. The Board finds that and says "It often 


happens". 
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A. They say "often to such an extent as to 
exclude...". 
Q. It would appear that they have instances 


there with that result having come along. 


(Page 15852 follows) 
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COMMISSIONER INNIS: Q. You agree up to that 
point? 5 
A. Up to that point, yes. 
THE CHAIRMAN: Q. But not including that? 
A’, I agree that if you increase a 20 cent rate 
20 per cent, and increase a dollar rate 20 per cent, 
you increase the dollar rate more per hundred pounds 
than the 20 cent rate? 
Q. That goes without saying. 

COMMISSIONER INNIS: Q. It seems Be Ae roahis 
that the second part is saying in a Perera: what the 
first part said? 

A. Not necessarily, because as I said in my evidence, 
if the price goes up 50 per cent and the freight rate 
goes up 20 per cent, the long distance shipper is really 
at a better advantage than he was before. 

MR. SMITH: Q,. Has there been a great increase 
in general commodities in the United States as well as 
in Canada? 

A. No doubt. 

Q. And at the time when this Judgment was delivered 
in 1948 was not the situation quite parallel with respect 
to the increases in the general price level in the United 
States and Canada? 

A. There had been increases in prices in both 
countries, 

Q. And notwithstanding the fact that there had 
been increases, the Commission were of the opinion that 
the application of a percentage increase had the effect 
of excluding the short hal 7 erom the common market, or 


compelling him to reduce his price so that he had no 


profit? 
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A. Not always; they said it could happen, but not 
always. 

MR. EVANS: No, no. 

MR. SMITH: My lord, these "no, no" that come 
fromemy back she 

THE CHAIRMAN: Read it again. It says: "often". 

MALE SOMITHe Yes ,veir. 

THE CHAIRMAN: Then read it again. 

MR. SMITH: It says: 

"The application of a percentage increase 

to both long and short haul competing 
shipments results in widening the amount of 
difference between the rates --" 

I don't think there is any dispute about that statement. 

" -- often to such an extent as. to exclude the 

long haul shipper from the common market or to 
compel him to reduce his price so that he has no 
profit." 

THE CHAIRMAN: That looks to be a statement 
founded on experience. 

MASH SMITHS: +Founded on experience. 

COMMISSIONER ANGUS: My difficulty with that, 
Mr. Smith, is that "often" might mean one of two things; 
first, it might mean the case of a great /commodities, 
and secondly it might mean a great many increases, and 
that might depend on whether the increase was in the 
order of 20 per cent, 30 per cent, or 40 per cent. 

MR. SMITH: With respect, I don't think they 
are dealing with that question; they do deal with that 
in a later part of the Jydgment. With respect, I do 
not think they are dealing with it in that connection at 
that point. If you study the Judgment I think you will 


find they are not considering the cumulative effect. 
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THE CHAIRMAN: What did the Judgment do in the 
long run? 

MR. OMETH: I will deal -with that. I rather 
prefer to bring this out in another way, because I think 
that I will show that they dealt with it in a very sub- 
stantial manner. 

THE CHAIRMAN: When will you show us that? 

MR. SMITH: ZI promise you, my lord, iL -will ‘be 
less than an hour. 

THE CHAIRMAN: I am not talking about time. 

COMMISSIONER ANGUS: Your interpretation, Mr. 
Smith, is -- 

MR. SMITH: There are many cases in respect of 
the various commodities, in respect of both markets and 
commodities.. In any event, what I propose to do is read 
to you the last statement contained on this page 453. 

Q. ieee to. you, -Mr. Jefferson,. the persons 
who really devised the system of making exceptions to 
horizontal increases. The page to which I irefer is the 
bottom of page 453: 

"The system of making increases devised 

was generally similar to that employed by us 

in certain rate proceedings". 

I suggest to you that that clearly indicates that the 
system of exceptions was one employed in previous rate 
proceedings by the Commission, and did not originate 
with the railways. 

A. Well, I say that if you compare the ralilways' 
applications to the Interstate Commerce Commission, with 
the decisions of the Interstate Commerce Commission, you 
will find what. I said in my evidence is correct, 


that the railways asked for a lotof exceptions. 
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Q. I will deal with it in another way. 
THE CHAIRMAN: You have not told us what happened 
in that case. You will do that later? 
MR. SMITH: Later, yes, my lord. 
Q. I would ask you to look at another case, 
which is the last decision to which I propose to refer 
at this time; I think it was the last decision of the 
Interstate Commerce Commission on the question of horizontal 
increases. I refer to Ex Parte 168, which is reported in 
SOE eC aa seuO. 
THE CHAIRMAN: What year? 
MR. SMITH: 1949, my lord. 
Q. Page 17 is the first paragraph to which I wish 
to refer you, Mr. Jefferson:- 
"With very few exceptions the attitude of the 
Shippers and public bodies appearing as protestants 
is one of forceful opposition to any further 
increases in freight rates and charges...In 
general, their positions show the diversity of 
interests, borne out of competitive relations 
between localities and also as between commodities 
that have characterized every general rate increase 
case -- magnified in intensity as the cumulative 
effects of previous increases, and present proposals 
are felt sharply." 
I think you will agree with me, Mr. Jefferson, that the 
Commission there referred to the position taken by 
shippers? 
As UVES. eins “Aes ti eatg 47 my evidence, the 
168 Case -- in comparison with Ex Parte 166 there weme 
few applications for exceptions to the horizontal increases, 


and few granted by the Commissiom. 
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THE CHAIRMAN: Q. And the applications were 
made by the shippers? 

A. Yes, sir; he is talking here about the Shippers 
protesting. 

MR. SMITH: Q. I next refer you, Mr. Jefferson, 
to Page 48 of the same Judgment, and I will read the 
passage to which I wish to draw your attention: 

"In a series of authorizations for increases 

in rates important exceptions have been made 
from the general increases, either by lesser 
amounts of authorizations or by imposing maxima 
in favour of certain of the major agricultural 
products." 
Now, that is the first a statement. It goes on to say: 
"In addition, the railways themselves have seen 
the need for other adjustments, principally by 
way of reductions applicable to the important 
agricultural products." 
Now, the point I want to make to you is, are you not 
putting the cart before the horse when you talk about 
the system of exceptions being put in by the railways, 
in view of the passages of the Jydgments to which I 
have referred you? In other words, did not the matter 
of exceptions to the general horizontal increases start 
as a result of protests and opposition of shippers 
which compelled the Interstate Commerce Commission to put 
in a system of exceptions, and then the railways saw 
what the attitude of the Interstate Commmerce Commission 
was, and themselves adopted the system of making application 
that there was, 
with exceptions; and it was in that connection/ as is 
pointed out, "the need for adjustments"? 


A. I wouldn't say so. 
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Q. In other words you do not agree with what I 
have read from the passages of the Judgments? 

MR. EVANS: He has -not) said that. 

MR. SMITH: If you have any objection, make 
it directly, and do not interfere with my cross- 
examination. 

THE WITNESS: There is one decision -- 

MR. SMITH: Mr. Evans, please address your 
remarks to the Commission and not to me. I don't want 
any of your observations. 

THE WITNESS: There is one decision that you 
omitted to refer to; that is, Ex Parte 148 decided in 
1942 at 248 I.C.C.. Now in that case there were many -- 

THE CHAIRMAN: Q. What page in the Volume? 

A. It runs in many -- 

MR. SMITH: At 248 of 545.. 

THE WITNESS: That is where it commences, yes, 
Sir. In that Decision the Commission clearly indicates 
that the railways themselves suggested many exceptions, 
and some of the exceptions the railways suggested were 
approved, others were reduced, or increased. If you 
read that Decision in Ex Parte 148 you will find what I 
said. 

MR. SMITH: Q. Did you say 248? 

A. No, 148 of 545, 
Q. In that case there was a general increase of 
6 per cent authorized, was there not? 


A. I will have to look at my -- 


(Page 15859 follows) 
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Q. What is the point you went to make, Mr. Jefferson, 
in thet case? 

S. Well, 148 was finally merged into 162. 

THE CHAIRMAN: Q. Was finally what? 

A. Merged into 162. Now, what thet 148 itself was I 
do not know, but 148 end 162 merged was for 25 per cent 
increase, 

Q@. You were referring, then, to Ex Parte 162, 
were you? 

Ae LG. Li 

Q@. When wes thet? Where is it to be found, in what 
year? 

MR SMITH: 162, Mr. Chairmen, is in volume 266 
dy Gee SS bs 

THE CHAIRMAN: Whet year is it? 

MR SMITH: It is the year 1946, 

THE CHAIRMAN: Is there some connection between 
these cases--- 

MR SMITH: Well, I do not know what Mr. Jefferson 
is endeavouring to prove. It is. certainly nothing that is 
epposite to my cross-examinsation, but--- 

THE CHAIRMAN: He is still enswering your question. 

MR SMITH: I don't know thet he is answering my 
question, with respect. 

THE CHAIRMAN: What is the point? 

MR EVANS: I think it is quite unfeir of Mr. Smith 
to make that statement. Mr. Jefferson, when asked whether 
he was not prepared to change his view, in view of 9 case 
that Mr. Smith referred him to, seid if Mr. Smith would 
look at 148 he would find there that the Interstate Commerce 
Commission had referred to applications by the carriers for 
exeeptions. It is a perfect answer to Mr. Smith. 


THE CHAIRMAN: Mr. Jefferson ssys,though, thet in 
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considering 148 you must have reference to 162. 

Q. Isn't that what you sey, Mr. Jefferson? 

A. Yes, sir, 

MR SMITH: Q. Perhaps I could assist you, Mr. 
Jefferson. Application Ex Parte 148 was msde in 1942, was 
it not? 

Peg (LOS SLI 

Q. Made in 1942? 

A. And 162 was made--- 

Q. And 162 wes mode in 1946? 

1946, 

Q. And there were certain increases that were put in 
effect: as a result of the application in 1942 which, owing 
to the wer, were suspended? 

A. Théet is right. 

Q. They were suspended; end then eventually in 1946 
the two epplications came on to be heard together? 

Ae Thev 18 right. 

Q. Is that right? 

ms ihatds*rights and sil T sm saying is thst in that 
case the railroads in esking for a horizontal increase in 
rates, at the same time suggested s number of commodities 
Should be subject to certain meximum increases. 

Q. I quite agree. 

A. Some of which the Commission granted, others they 
reduced the maximum, and in other commodities they increased 
the maximum. 

Q. Put it this way: In Ex Parte 148 the increase 
which wes requested was a comperatively small one? 

A. (‘In 146 Dtsélf., that is right. 

Q. And whet wes done, if I may correct you, was that 
there was 2 general increase of 6 per cent put in, and 


certain commodities took s lower percentage -- grain, live- 
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stock and certain specified commodities took @ percentage 
increase of 3 per cent? 

A. That is-in’1942? 

Q. That is 1942, 

Ae Yes; sir; 

Q@. And line heul rates on coal and coke were in- 
creased by specific amounts? 

A. That is right; thet is in the original decision. 

Q. Yes; and there was no increase granted on line 
haul rates on iron ore? 

Ay That is) right, 

- Now, that is the originsl decision? 


Yes’, sir, 


Q 
A 
Q. That decision wes suspended? 
A. ‘That is right, 

Q. And in 1946 the two spplications came on together? 
Ay Yessir, 

THE CHAIRMAN: What two applications? 

MR SMITH: That is Ex Parte 148 end Ex Parte 162. 

THE WITNESS: The proper way to express it, Mr, 
Chairman, is that the 148 increase of 1942 was suspended 
in May 1943, then it was reopened, and in 1946 when it was 
reopened it was decided with oan application for greater in- 
crease and became Ex Parte 148 sand Ex Parte 162, 

MR SMITH: Q. Or it was the other way eround, I 
think; they make it 162 and IAG. buy Cothink that is the 
order, 

A. Well, they may have put it on the front of the 
decision. 

Q@. Now, what do you say as to 148 or 162? 

A. Whet I say is what I said before, that in the re- 
opened 148-162 case the railroads themselves asked for many 


exceptions, some of which the Commission granted, some they 
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did not grant, some they reduced, some they increased, 

Q. Yes, thet is the situation, 

THE CHAIRMAN: Q. The exceptions then esked for 
were exceptions from the horizontal increases? 

Be, LOC Te raght, 

Q@. Do you tell me that the railweys asked for some 
exceptions to the horizontal incresse which were refused? 

A, Which were reduced. 

Q. But you said some were refused, some were gronted, 
Some were reduced? 

A. That is right. 

Q. Were any refused -- that is, have you any case 
where the railway asked to make a Specific rate instead of 
2 horizontal rate and the Commission refused, compelled them 
to take e horizontal increase? 

A. Well, according to the tabuletion which I had made 
up, in the decision of the Interstate Commerce Commission 
in Ex Parte 162 there was one instence where o maximum wos 
applied for by the railroads and the I.C.C. did not set 2 
meximum -- one case where it was refused, 

Q. They meintained the percentage increase, although 
the roilways wanted e maximum? 

A. Well, I gave some evidence on that--- 

Q. I say the Commission maintained a percentage in- 
crease, although the railways wanted 2 maximum? 

A. That is right. 

MR SMITH: Q. Could I summarize the decision in 
that--- 

THE CHAIRMAN: There must have been some reason 
for that. 

M2? SMITH: Q. In 162-148; there were really four 
classes off exceptions. Now, correct me if I em wrong, Mr. 


Jefferson, First there were certain specific commodities 
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which took the general increase, Sub ject to 2 maximum of 
cents per hundred pounds -- for exanple, citrus fruita? 

A. Yes. 

Q. That is one cless. Then the second class was, 
there were certoin specific commodities which took 2 lower 
percentage increase than the general increase? 

A. Well, what, for instance? 

Q. Well, take, for instance, products of agriculture; 
the general increase was 25 per cent in official territory? 

Ae Dav tse ens. 

Q. And between official and other territories it was 
224 per cent, and within end between other territories was 
ecO per cent? 

Reith oO te eerie 

Q. Now, the second class to which I refer, which took 
& lower percentage increase, sre products of agriculture, 
groups 10 to 101, which took an increase of 15 per cent, 

a lower percentage increase? 

Ae Thats is ricnt:, 

On tieveLe reent,len't it? That is the second 
class? 

A. Grain and hay snd straw--- 

Q. Yes, there sre a lot -- wheat, corn, 2 whole long 
number of groups? 

A. Yes. 

Q. Then the third category of exception was where 
certain specific commodities took a lower percentoge in- 
crease, Subject to a maximum of cents per hundred pounds? 

A. Now, just a moment. I don't want you to--- 

Q. I don't want to mislead you. 

A. I don't want you to say that all products of agri- 
culture had 15 per cent. 

Q. I do not say 911 products of agriculture. 
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A. Only certain products. 


Q. Certain products of egriculture, yes; I gave you 
that as an example. 

A. Yes, sir; there were other products of agri- 
culture that had 2 higher percentege increase. 

Q. Certsin specific commodities took the third 
Clase. Have you, got as far as T-+- 

A. You are going by these commodity--- 

Q. I am trying to put the kinds of exceptions in four 
categories. I gave you two categories, and now here is 3a 
third category : A lower percentage increase subject to 
a maximum of cents per hundred pounds? 

A, Well, if you could illustrate it by 9 commodity--- 

Q. Well, teke iron and steel, take canned goods, take 
lumber? 

A. What index number, do you know? 

Q. Well, let me see. 

THE CHAIRMAN: When you say lower, do you mean 
lower than asked for? 


MR SMITH: Lower than the general increase, 


For instance, the general increase in official territory 
1s 25. per cent: 

THE CHAIRMAN: What is officiel territory? 

MR SMITH: Official territory includes the eastern 
territory; I do not know the exact boundary, but it would 
be bounded tw the Mississippi and the Atlantic Coest and 
by the Ohio River -- 3 very large and very prosperous part 
of the United States =- anq there the increese was 25 per 
cent. That was the greatest increase. 

THE WITNESS: Now, I would like to get this 
straight. 
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A. I would like to know whet territory you want to 
discuss, 

Oe ol aw not discussing tervitories at eli; Lam: just 
discussing the categories. 

MR EVANS: I am wondering whether these cases do 
not really speak for themselves, 

THE CHAIRMAN: Of course they do. I want to fing 
out now, Mr. Smith, what is the point between you and the 
witness? 

MR SMITH: Well, the point between me and the 
witness is that the case for the C.P.R. which has been 
presented by this witness is that the exceptions in the 

United States were originated by the railways for their 
Own purposes and not by the I.C.C. Thet is my first point. 

THE CHAIRMAN: Not by the I.C.C., at the demand of 
the shipper. 

MR SMITH: At the demand of the shipper; that is 
my point, 

THE CHAIRMAN: What do you say, Mr. Smith? 

Me MPH:  J-sey nos 1 say thet it originsted 
through the opposition of Shippers to such a method of in- 
eteatie freight rates, and that the I.C.C. adopted these 
exceptions es 9 result of the Opposition of the shippers, 
and then the railways, seeing the attitude the Commission wos 
taking, have fellen in line with the rulings of the Commis- 
Sion, and as s result we have the system built up. 

THE CHAIRMAN: Well, Mr. Jefferson refers you back 
to the year 1942, when he seys the reilways themselves esked 
For? thie . 

MR SMITH: Quite; I quite agree with that, He 
really meant, I think, in 1946 rather than 1942. 

THE CHAIRMAN: No; he says certain things were 


grented in 1942 and then suspended in 1946. The question is, 
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whet did they ask for in 1942? 


MR SMITH: In 1942 the increase was compsratively 


small. 
THE CHAIRMAN: What did the railways ask for? 
MR SMITH: They esked for a very small increase, 
THE WITNESS: Mr, Smith is right. 
THE CHAIRMAN: Did they esk for se horizontal in- 
crease? 


MR SMITH: A horizontal increase with e few ex- 
ceptions, with a few exceptions. 
THE CHAIRMAN: Well, those few exceptions are what 
MY. Jefferson has in mind, 
MR SMITH: No, I think he has in mind 1946, when 
ant asked for, as he said, 115 instances in 1946, 
Q. That is whet really you ere referring to, is it 
not, Mr. Jefferson? 
Pr roa ye La i eo 
Q. You really meant 1946 rather than 1942? 
A. You ere right, 
THE CHAIRMAN: Well, the question is, who begen 
this? 
MR SMITH: Yes, who began it, the egg or the hen? 
---(Recess), 
MR SMITH: Q. Mr. Jefferson, there is one more 
case that I want to refer you to, the case known es the 15% 
Case, 1931; you are familiar with that case, are you not? 
THE CHAIRMAN: How is it described? 
MR SMITH: The 15% Case, 1931, Ex Parte 103, 
reported in, Liou. 530. 
THE “CHAIRMAN: Did you say the year 1931? 
MR SMITH: It is decided in 1931, yes, Mr.Chairman, 
Q. Have wou thet reference, Mr, Jefferson? 


A. Yes, ir. 
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Q. Would you look sat page 555, please? I will read 
o pesssge at the beginning of the report: 

"By an applicetion filed June 17, 1931, carriers 
by reilrosad and by water throughout the country, sub- 
ject to our Jurisdiction, asserting that an emergency 
exists, seek authority to make 3 general increase of 
15 per cent in their eli-rail ana rail-water interstate 
and international freight rates and charges," 

Now, that was an application for a general increase of a5 
per cent made by the applicants; is that not right? 

A. Yes, sir. 

Q. And if you will look at the appendix at page 587--- 

THE CHAIRMAN: The appendix to that judgment? 

MR SMITH: To that judgment, yes, 

Q. You ‘will find that the 15 per cent application 
was refused, end that there was put in a very extensive 
system of exceptions by the Commission, including--- 

THE CHAIRMAN: Exceptions to whet? Was there no 

increase granted at ell? 

MIR SMITH: Well, I will read it: 

"<PLAN FOR INCREASING FREIGHT RATES 

“The plan is thot on commodities included under 
the foillowing numbered descriptions there shall be no 
increaise:" 

That was qutite a number, Then : 

" On commodities included under the ‘ -following 
numbersed descriptions there may be an increase of $3 
per cag :" 

"In commodities included under the following 
numbere d descriptions there may be en increase of $6 
per car :! 

"In commodities included under the following 


numbere d descriptions there may be on increase of 1 cent 
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per 100 pounds:" 


"On 311 other commodities, including 911 less- 
than-cerload freight, there may be en increase of 
2_cents per 100 pounds." 

THE CHAIRMAN: Wes the railwey's application in 

thet case resisted by enybody? 

MR SMITH: Oh, yes, it was very strenuously 
resisted, by many. 

COMMISSIONER INNIS: This was in the depression. 

MR SMITH: This was in the depression, 1931, 

COMMISSIONER ANGUS: Wes it significant in thet 
case that an increase in rates was being asked for eat a time 
when a great many prices were declining? 

MR SMITH: Well, there was something in that. It 
was in a time of depression, but the point I wish to make 
is that here is the first System of exceptions to increases 
8s laid down by the Interstate Commerce Commission, send 
that, I suggest to you, is the inception of this 
System of exceptions, in that case. 

THE WITNESS: But the reason for the exceptions in 
that case was because the railways apparently -- I think I 
am quite correct in saying so -- did not make out a case of 
necessity for 15 per cent increese, and the Commission con- 
Sidered that on some commodities they should have no in- 
crease at 311, on other commodities they should have en 
increase of $3 a cor and $6 a car, on other commodities ene 
cent 9 hundred and two cents 2 hundred, and in granting such 
8 moderate increase as that, one so small, they could not 
express it in percentage. 

MR SMITH: Q. Now, as a result of the passages 
which I have read, I suggest to you it wos the Interstate 
Commerce Commission end not the railways which originated 


the practice of exceptions from horizontal increases? 
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A. But--- 

Q. I ask you, can you answer that question? 

A. I sey yes, but the reason for the exceptions at 
that time was not because of the horizontal increase, The 
reason for it was that they did not consider they needed 
15 per cent, and therefore they gave them e specific in- 
crease on everything, no percentage sat all on anything. 

Q. I read to you passages from various judgments, 
in which the I.C.C. heve themselves ssid thet they ori- 
ginated the system; do you--- 

MR EVANS: Where does it say thst? 
MR SMITH: I have read these pesseges. 

Q. You heard me read the passages? 

A. When you speek of 3ll the decisions or the 
passages from the decisions which VouUnvesd, Le sack do. nat 
agree--- 

Q. The passages which I read to you from these four 
or five judgments today, I submit, on their true construc- 
tion, can mean nothing else but that the system wes devised 
by the Interstate Commerce Commission. 

Q. Now, do you agree with that or do you not egree? 

A. I do not, agree; 

Q. You do not agree? 

jC \ Lo Pam: fe Bs 

Q All right; the passeges then speek for themselves. 

A AS I said before, if you will compare the applica- 
tions with the decision you will find that I am correct. 

Q. ALI] right. 

THE CHAIRMAN: Q. That the paternity belongs to the 
railways? 

A. Yes. 

MR SMITH: I don't know whether it is 


doubtful sor not, sir. (Page 15871 follows) 
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MR. SMITH: Now, you said at page 15344 of the 
evidence given by you on February 15th that in Ex Parte 
162: 

"--there were 115 instances ---" 

115 instances or items where the increases granted were 
subject to maximum increases? 

A, Yes: ‘sir, 

Q. I assume you meant by that statement that there were 
115 items to which the maximum horizontal increase was 
not applicable? 

A. That is right, in the tariff to which I gave 
reference at the time. 

Q. Are you aware that these exceptions were in 
relation to commodity classes or groups? 

A. I indicated there was more than one commodity in 
an item. 

Q, That they referred to commodity classes or groups? 

A. That is right, 

Q. That is right; and that is shown, I think, by 
reference to the case. 

A. Well, it is showm in the tariff. 

Q. Just a moment now. If you look at page 618 of 
266 wa sics 

A. THE CHAIRMAN: We do not appear to have that 


here. 

MR. SMITH: This is the case to which Mr, 
Jefferson referred, 162 merged with 148, 

THE CHAIRMAN: What page do you refer to? 

MR. SMITH: Perhaps I should refer him first 
to Page * 618 and the following pages, and it says 
there: 

"That the basic freight rates, whether class 


or commodity and charges on the commodities 
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hereinafter specified may’ be increased’ in*ithe 
amount and in the manner set forth as to each 
commodity class or group." 

Is that right? 

Aj THest is right 

Q@. You will note that the first exception on page 
619 is in relation to various products of agriculture. 

A, That is right. 

Q@. That groups stated contain a large and varied 
description of commodities? 

A, That is right, products of agriculture, 

Q. Yes, such as wheat, corn, and oats, and so on, 
all referred to by & group or class number? 

A. In some they showed commodities of agriculture 
on which the percentage of increase of 15 per cent could 
apply. 

Q. And the other exceptions are similarly grouped 
according to group or class numbers? 

A. Yes sir, but with very much smaller groups. 

Q. I put it to you that, instead of 115 exceptions, 
there are actually, as I calculate it, approximately 138 
exceptions specified on pages 619 to 623? 

A. 138 instead of 115? 

Q@. Yes. Did you include in your 115 cases or 
instances where commodities took a lesser horizontal 
increase? 

A. You mean a lesser? 

Q@. Lesser horizontal increase than the general 
increase? 

A. No. We did not make the statement from which 
I read in my evidence. We did not take it from this 
decision. We took it from the tariff. 

Q. I suggest to you that there are actually 138 
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instances shown on pages 619 to 623, where there were 
exceptions to the maximum horizontal increase? 

A, Are there any commodities on these pages 619 
to 623 which are not included in the tariff increases? 
I do not know, 

Q. I suggest to you that a proper comparison as 
related to the total number of commodities which move 
in traffic would be of the groups excepted of approxi- 
mately 130, and that the total number of groups contained 
in the freight commodity classification for statistics 
prescribed by the Interstate Commerce Commission, If 
my question is not clear to you, would you look at 
Appendix 1 from which I will read: 

"The commodity group or class numbers used in 

this appendix and throughout the entire report 

are those specified in the order of Division IV 

freight 

of November 22, 1927,1in the matter of/commodity 

statistics which was in effect at the date of 

the submission herein." 

I suggest to you that a proper comparison would 
be of the groups excepted with the total number of groups 
contained in the freight commodity classification for 
statistics prescribed by the Interstate Commerce Com- 
mission, Is that correct? 

A, I would not object to a comparison of that kind 
if it 1s properly made. 

Q, Do you know how many groups are contained in 
that classification? 

A. Offhnarnd, IT de not. 

Q, I suggest in the classification affected Jenuary 
19, 1947, referred to at page 618, there are 970 groups? 

A. I daresay that is right. I know it is over 900. 


Q@. But the one they adopted in this case was the 
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estimated classification? 

A, That is right. 

Q@. And would the number of groups in that classi- 
fication correspond with the present classification or be 
approximately the same in amount? 

A, For any given -- 

Q. Any given specified commodity? 

A tethead, isteieht. 

Q., In other words, I suggest that the true comparison 
should be between the statistical groupings referred to 
in the judgment and in the official classification in 
ratings of ¢ommodities? 

A. That is, the classification in these commodity 


statistics? 
Q. Yes. It is the commodity statistics which you 


should take? 

A, I cam awgswer you this way: I have no quarrel with 
the comparison so long as it is like with like. 

Q. I suggest that is like with like, Mr. Jefferson; 


yes, I am asking you therefore: Is it not true that the 


exceptions in Ex Parte 166, which you have --? 
Ay ¥66? 
(You. Leo? 
On! 


A 
Q. Which was the next judgment? 
A, Yes sir, 

Q 


Which you referred to in your own evidence in 


your own brief? 

Awe Nesp ai rege dhatiiis: 270 chevy, 

Q@, 270 1.C.C, page 403 and the following pages, and 
would not be comparable with the several thousand you 
mentioned at page 19345, but they should be compared in 


a manner similar to the exceptions under Ex Parte 162; 


that is to say, 140 for 166 should be compared with 
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approximately 980, and not with several thousand? 

A.« I do not know what this page 19345 is that you 
speak of, 

@. That is your own evidence, I think? 

A. No, it 1s page 15345, I think, 

MR. SMITH: Oh, I beg your pardon, that is right, 
it should be page 15345; and you say now, in Ex Parte 166, 
which is the 1948 case, there were 140 items again out 
of several thousand; and I suggest, again, that thet is 
not right. 

A. I am speaking of the items in the classification. 

Q. But that is not the way that judgment operated, 
is it? 

A. Not with the classification of the railways. It 
operated with the commodity statistics. 

Q. Of the Interstate Commerce Commission? 

Ae Thet ts right. 

Q. So, itn other words, it was 115, as you said, out 
of 980 groups, in the case of Ex Parte 162; and in the 
case of Ex Parte 166, it was 140 out of 8 similar number, 
980? 

A. That ts right. 

Q. And not out of seven thousand or ten thousand, 
as you stated in your evidence? 

A. By the use of the groups? 

Q. They reduced to this amount, is not that true? 

AS. That ts ptent. 

Q. Now, I have here a statement in the 61st annual 
report of the "Statistics of Railways in the United States 
for the year ended December 31, 1947"; and I find on page 
51 that the total freight revenue of the class 1 rail- 
roads in the United States was $7,409,174,576. 


I assume you are taking that statement as being 
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correct. This is the column, Mr. Jefferson. 

A. "Freight Revenue from Total Tons Carried". Yes 
sir. 

Mr, EVANS What year was that? 
MR. SMITH: 1947. 

Q@. Now, Mr. Jefferson have you made any calculation, 
or do you know how much of that total of $7.4 billions 
would be represented by the exceptions prescribed in Ex 
Parte 162 and Ex Parte 166, if both judgments were applied 
to the year 1947? 

A. No sir. 

Q. You have not made a calculation? 

fy eNO, 1S Ur 

THE CHAIRMAN: Has anybody else made it? 
MR. SMITH: Yes, my lord, that is the point I am 
coming to. 

Q. You realize, I assume, that the exceptions included 
many important commodities and heavy traffic movements? 

A. That is right, in those two decisions; but not so 
in connection with Ex Parte 123 or Ex Parte 166. 

Q@. I am only dealing with these two decisions; such 
important items of agriculture as grain and cotton, citrus 
fruits, potatoes? 

x. Yessir. 

Q. Tomatoes and other vegetables; cattle, sheep, 
hogs, and poultry; animal and poultry feeds? 

A. Yes sir. 

Q. Iron ore and other minerals? Do you refer to 
that? 

A. Yes sir. 

Q. I gave you some of these commodities, Mr. 
Jefferson. Will I read them back to you? 


A.. TI understand the commodities that are mentiored 
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on pages’ 619 ‘to 623 of 266 I.C.C. 537. 

Q@. I gave you iron ore and other minerals? 

Aw Yes’ 

Q@. Logs, pulpwood and lumber, and such miscellaneous 
commodities as sugar, iron and steel, cement, and food 
products? 

As Yes, I know then. 

Q@. Would you be surprised to learn, Mr. Jefferson, 
that the figure for these excepted commodities would be 
nearly $5 billion? 

A. I have no idea what it would be. It may be so. 

Q. Or, in other words, that approximately two-thirds 
of the total traffic revenue would be represented by the 
exceptions? 

A. That may be, I do not know. 

MR. SMITH: I have here, my lord, a telegram from 
Mr. W.H.S. Stevens of the Interstate Commerce Ccmmission. 

THE CHAIRMAN: Is he a member of the Commission? 

MR. SMITH? Yes, my Tord. His’ position’ is that 
of Director of Statistics of the Commission. The telegram 
is directed to Mr. Rand H. Matheson and is dated February 
17, 1950. It reads as follows: 

"EXACT CALCULATION OF 1947 FREIGHT REVENUE FOR 

COMMODITIES SUBJECT TO CERTAIN EXCEPTION IN EX 

PARTE L62 AND 166 FINDINGS CANNOT BE MADE YOUR 

ESTIMATE OF BETWEEN FOUR AND FIVE BILLION DOLLARS 

WITHIN AREA OF REASONABLENESS OUR ROUGH CAL-~ 

CULATION IS NEARER FIVE BILLION." 

THE CHAIRMAN: You have got it on the record. 

MR. SMITH: These exceptions in Ex Parte 162 and 
Ex Parte 166 generally, with few exceptions, covered the 


same commodities did they not? Heve you made an examina- 


tion? 
A. I have not made an examination, but I would think 
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they would, pretty much, 
With very few exceptions? 
Pretty much the same. 


. ‘Pretty much the same and covers the same line? 


= 2 yi 


we, Leash 
COMMISSIONER ANGUS: Could the Interstate Commerce 


Commission act, of its own motion, in making these 
exceptions, or was each case argued before it? 

MR. SMITH: In the case of Ex Parte 162 and 
Ex Parte 166, the carriers themselves in their application 
asked for a large number of exceptions. 

COMMISSIONER ANGUS: And the others? 

MR. SMITH: In both cases, Dr. Angus. 

COMMISSIONER ANGUS: And these were added in 
argument by the interested parties? 

MR. SMITH: Yes, and still the shippers were not 
satisfied. That is the point I wish to make next. 

Q. Now, I suppose you would accept that rough cal- 
culation made by the Interstate Commerce Commission as an 
indication of the magnitude of the exceptions? 

A. Of dollar revenue? 

Q. Yes, of dollar revenue. 

A. Yes sir. I mean, I would. accept Mr. Stevens ' 
statement. 

Q. You know Mr. Stevens, I suppose? 

A. Yes sir, | 

Q. Do you not agree that if two-thirds of the 
revenue for 1947 is represented by these exceptions in 
Ex Parte 162 and Ex Parte 166, the question of relief 
from impact of horizontal increases is not regarded, at 
least by the Interstate Commerce Commission,as a mythical 
one? 

A, No. But there isone thing I would like to ask: 


How much of that revenue in 1947 was coal and coke? 
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THE CHAIRMAN: How much what? 

A. How much of that revenue in 1947 was coal and coke 
traffic? 

MR. SMITH: We can answer that question for you, 
I think. ACcording to our calculation, coal and coke 
represents $1,288,291,238. 

A. On which traffic we had exceptions. 

Q. On whichtraffic we had exceptions? 

A In Canada? 

Q. Thatis right: 

A. | Yes} sir. 

Q. Now, I ask ,you this: question: Does not. this 
indicate that there has been a very successful effort made 
in the United States to mitigate against the impact of 
horizontal increases? 

A. A very successful what? 

Q. A very successful effort? 

A. I will say there have been a number of exceptions 
made in two of the four decisions that we have discussed 
here. 

Q. Well, these two increases are cumulative increases, 
are they not? 

A. Yes sir. 

Q. And large general increases? 

A. Yes. 

Q@. The two largest increases which have been made 
in many years? 

A. Theat isrrient. 

Q. Now, I also put it to you, sir, that the decisions 
of the Interstate Commerce Commission to which I have 
referred, notably the last decision, clearly show that 
further efforts have been made to extend the exceptions, 


and that the Interstate Commerce Commission has directed 


the railways to co-operate towards that end. 
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A. I do not know that; but the last decision, in Ex 
Parte 168, there were very few exceptions. 
Q@. Well, let us look at this thing again. 
I will refer you to the last decision, Ex Parte 
168, at pageslll and 112: TI shall begin to read in the 
second paragraph of page 11l: 
"We are mindful of the showing made by protes- 
tants as to various rate adjustments, as adverted 
to in this report, and it is to be understood 
that our conclusion and the findings which follow 
will be without prejudice to subsequent examina- 
tion of the reasonableness and lawfulness of any 
particular rate or rate structure increased as 
herein authorized. Further, with respect to this 
phase of the proceeding, what we said in 
Increased Freight Rates, 1947, 270 I.C.C. 403, 
45425 is particularly apposite here. 
'There are many commercial relations which 
the adjustments already allowed by us or 
proposed by the carriers would necessarily 
disturb temporarily, but which would be 
capable of correction within a reasonable 
time. There are also other situations 
where the allowance of any increases of 
substantial size must disturb pre-existing 
relations beyond the possibility of 
remedial correction so as to maintain the 
former competitive status. We have the 
assurance of the petitioners of their in- 
tention to proceed by voluntary discussion 
and co-operation with the shippers and 
representatives of markets, to devise and 


endeavour to put into effect such measures 
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as will restore former competitive ree 
lations as completely as possible. We 
expect full and prompt compliance with these 
representations in the spirit of the pro- 
ceedings." 

Then I go on at the top of page lie. 

THE WITNESS: There is no difference. 

Q. "We may add that, as the petitioning carriers 
have the burden of initiating and maintaining 
rates that comply with the act, the burden is on 
them in good faith and with 211 possible prompt- 
ness and in a spirit of co-operation to devise 
and suggest for the consideration of the 
shipping public the rates which in their judgment 
will correct maladjustments." 

I suggest to you that notwithstanding all that 
has been done in the way of providing exceptions in the 
United States to horizontal increases, the situation is 
still open, and the Interstate Commerce Commission is 
directing the railways to look into the question of 
devising other exceptions, and of co-operating with the 
shippers towards that end? 

A. It is no a@ifferent from the situation existing 
in this country, where everybody, every shipper has the 
right to appeal to the Board of Transport Commissioners. 

Q. That is not -- 

A. Or the right of discussing it with the railways 
and which the railways have never refused. 

Q. That is not the position which the railways in 
Cinada are taking, as is shown, I suggest, by the 
position taken in your Submissiogp. 

You yourself have said that there is nothing 


inherently wrong in horizontal increases, and that it 


has authorized the method of increasing rates? 
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A. I agree with that. 

Q. That is the position you have taken? 

A. Yes; and I also say that we never refused to any 
shipper the right of discussing the matter with eyia.t 6 
can show that he is hurt. 

Q. I suggest to you that the position which your 
railroad has taken both in the 21% case and before this 
Commission is one of unalterable opposition to any exception 
to horizontal increases. 

A. Not unalterable, if the shipper can show us after- 
wards that he is really hurt. 

Mi. OMLTHe? "Thsat is alk, Thank you, Mr. 
Jefferson. 

MR. EVANS: My lord, while we are on this subject, 
there are two paragraphs I would like to put on the record, 
at this time, so that they will be in their proper place. 

THE CHAIRMAN: Go on, Mr. Evans. 

MR. EVANS: The first one I have noted is in the 
1947 case, Ex Parte 166, I think it is, and it is reported 
in 270 I.C.C. page 453. This was part of a paragraph to 
which Mr. Smith was addressing his attention, and I would 
like to @raw the attention of the Commission to this 
statement which appears about the middle of the page and 
which reads, after stating the position of the long haul 
shipper. I read: 

"Contrariwise, shippers located so that their 

traffic moves shorter distances, pay or absorb 

a lower basic rate, and are subjected to 4 

lesser amount of increase if the same percen- 

tage is applied to their rates as to the rates 

charged the competing long-haul shippers. This 
advantage they consider as justly due to their 


geographical situation and as properly to be 
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insisted ypen by them." 

The other paragraph is at page 572. 

THE CHAIRMAN: Of the same case? 

MR, EVANS: No. I think it is from Ex Parte 148; 
this is from Vol. 248 I.C.C. reports page 572 and I shall 
read from about the middle of the page, as follows: 

"As may be gathered from our past reports where 

we considered similar contentions, the contro- 

versy is really between the shippers who are 
located at considerable distances from their 
markets and those who have markets relatively 

Close. Distance alone generally imposes a 


handicap on the long-haul shipper, since the 
rate he pays exceeds that paid by his short-haul 


competitor. The long-haul shipper looks at the 
difference in the two rates, and sees in a 
prospective increase of each rate by means of a 
uniform percentage a Widening of this rate 
difference in cents per unit of transportation. 
This he regards as an important factor in his 
competition with his short-haul producer, and he 
naturally opposes the use of the uniform per- 
centage method of increasing rates, or seeks a 
maximum limit upon the amount of the increase. The 
Short-haul shipper, on his part, regards his 
Shorter distamte as an advantage to which he is 
entitled, and urges with force the principle that 
the adjustment of rates with reference to cost of 
Service requires increased expenditures, such as 
those which form the basis for this case, to be 
distributed ratably among the rates so as to 
represent contribution for services performed. 

In preceding general rate increases, and that 


made by the Director General of Railroads, some-= 
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times one method and sometimes the other, or a 


combination of both, has been used. We have 
never attempted to lay down a rule applicable 


at all times and upon all commodities, but our 
decisions have been adjusted to meet the needs of 
commerce and industry and to preserve the rights 
of the parties as we saw them in particular 
proceedings." 

THE CHAIRMAN: We shall adjourn now until 


tomorrow morning. 


(--At 4.45 p.m. the Commission adjourned, to meet 
Tuesday, February 21, 1950 at 10.30 o'clock 


a.m.) 
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Ottawa, Ontario, 
Tuesday, February 21, 1950 


MORNING SESSION 
---The Commission resumed at 10.30 a.m. 


MR. EVANS: I have two short matters I should 
like to speak to at the opening, if I may, Mr. Chairman. 
The other day Mr. MacPherson presented a statement which he 
entitled Consolidated Mining and Smelting Company of Canada 
Limited, and gave some figures of investment and value of 
the stock held by the Canadian Pacific, and also some infor- 
mation about dividends. At that time I undertook to check 
his statement. I have now done so, and I have two obser- 
vations to make about it. They are quite minor, and I 
make them for the sake of accuracy. We find that the 
top price for the Smelter stock on the date given in 
the exhibit is a little less than that shown. Instead 
of $99.50 it is $99.25, and that would affect the total 
extended in the next column. On the second page, and 
I do not think anything special turns on this, and it 
is only in order to have it accurate, the return per 
share by way of dividend does not on this basis distinguish 
between the old shares and the new shares. There was a 
division of the stock in 1936, and I am told that the 
first two figures of dividends per share are on the new 
basis of stock although in those particular years the 
stock was on the old basis, and that the dividends in 
1934 were $3 a share on the old basis and $6.50 per share 
on the old basis in 1935. I do not know that anything 
really turns on it. 

The second thing is that during the afternoon 
yesterday Mr. Smith put into the record a telegram from 


W. H. S. Stevens of the Interstate Commerce Commission, 
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Apparently that telegram refers to some communication frem 
Mr, Matheson to him, and to an estimate made by Mr. 
Matheson of between four and five billion dollars 

affected by the exceptions. I would ask my friend Mr. 
Smith if he will file first of all the communication to 
Mr. Stevens by Mr. Matheson, and also the details of 

Mr. Matheson's estimate. 

The importance of that is this, that the point 
being made by Mr. Smith was that some exceptions were 
made to horizontal percentage increases, and my infor- 
mation is that a very large part of the four or five 
billion dollars is made up of traffic which received a 
flat horizontal increase of a lesser percentage than some 
others, but that there were no maxima or any flat cents 
per hundred pounds involved in that traffic. In order 
that the full effect of this communication from Mr.Stevens 
may be appreciated by the Commission I think this infor- 
mation should be before the Commission. 

THE CHAIRMAN: Mr. Smith, what about that? 

MR. SMITH: If your lordship pleases -- 

THE CHAIRMAN: Have you any objection to giving 
us the whole story? 

MR. SMITH: May I make an explanation first, Mr. 
Chairman? The exceptions to the maximum horizontal 
increases in these two cases were, as I mentioned yester- 
day in my cross-examination of Mr. Jefferson, in four 
categories. I mentioned what those increases were in 
my cross-examination. First there was the case where 
certain specific commodities took a general increase 
subject to a maximum of cents per hundred pounds. The 
second exception is where certain specific mileage took 
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THE CHAIRMAN: Lower -- 

MR. SMITH: Lower percentage increases. 

THE CHAIRMAN: Than others? 

MR. SMITH: Than the others -- than the maximun. 
The third case is where certain specific eommodities took 
a lower percentage increase subject to a maximum of cents 
per hundred pounds, and the fourth category is where 
certain specific commodities were increased by so 
many cents per hundred pounds. 

Upon examining these exceptions my advisers made 
a rough calculation of how much of the $7.4 billion 
total revenue for the year 1947 of class 1 railroads in 
the United States would be represented by all these 
exceptions. The calculation was not completed, is not 
in detail, and was proceeded with to a point where we 
were Satisfied that a very substantial amount of revenue 
was represented by the exceptions. 

Mr. Matheson then telephoned the Interstate 
Commerce Commission bureau of statistics for the purpose 
of ascertaining the amount of such revenue represented 
by the exceptions. As a result of that conversation he 
received a telegram from Mr. Stevens. I was interested 
only in ascertaining the approximate amount represented 
by the exceptions, and I rely not upon our rough calcula- 
tion but upon the information received from the Interstate 
Commerce Commission in the form of 2 telegram. 

THE CHAIRMAN: Then this telegram was in answer 
to a telephone conversation? 

MR. SMITH: As the result of a telephone conver- 
sation. 

THE CHAIRMAN: No letter was written by Mr. 
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MR. SMITH: There was no letter written by Mr. 
Matheson. 

THE CHAIRMAN: And no telegram sent? 

MR. SMITH: No dadeevan sent by Mr. Matheson, 

If my friend wants a breakdown of the exceptions I suggest 
the place to get that is the Interstate Commerce Commission, 
and if he wants the information we will get it for him. 

MR. EVANS: I do not want to be troublesome about 
this, but I should like to point this up a little more 
clearly. On page 15878 Mr. Smith asked Mr. Jefferson 
this question, after he had put vhis telegram in: 
wa Do you not agree that if two-thirds 

of the revenue for 1947 is represented by these 
exceptions in Ex Parte 162 and Ex Parte 166, 

the question of relief from impact of horizontal 
increases is not regarded, at least by the 
Interstate Commerce Commission, as a mythical 
one?" 

THE CHAIRMAN: Is not regarded as what? 

MR. EVANS: "As a mythical one.” 

MR. SMITH: As a matter of fact, the word I used 
was "magical." 

MR. EVANS: I accept my friend's correction of 
that word, My point is if we are talking about relief 
from horizontal percentage increases, that is the long 
haul against the short haul, we are not talking about the 
same thing as is contained in this estimate, because 
there are large quantities of traffic that received a 
horizontal percentage increase but a different horizontal 
percentage increase than was applied to some other traffic. 
That is the first point. The second point is -- and I 
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am Just as much in the dark as I can be. If you look 
again at that question and at the telegram you will see 
that the exceptions in both Ex Parte 162 and Ex Parte 166 
are reflected in the estimate. 

THE CHAIRMAN: - In what? 

MR. EVANS: In the estimate, The 1947 revenue 
did not actually reflect these exceptions because Ex Parte 
166 was not finally effective until 1948, so that it may 
be that there is a sort of doubling up of exceptions there, 
In other words, you could have looked at the 1947 revenue 
and taken all the exceptions that had ever been made in 
any of the cases and pyramided those exceptions in a way 
that would, I submit, not Sive a fair picture. I am 
not charging my friend Mr. Smith with acting in any 
invidious way, with not making a disclosure, but I think 
it is important that we see how this would be made up so 
that we can decide how accurate the figure is. 

THE CHAIRMAN: How do you propose one should 
proceed to find out what you Say ought to be found out? 
The only place to find it out I Suppose is from the 
Commission itself? 

MR. EVANS: I put it this way -- 

THE CHAIRMAN: As I understand what Mr. Smith is 
proving by this telegram, in a certain year -- was it 1947? 

MR. EVANS: Yes, sir. 

THE CHAIRMAN: A certain percentage of all revenue 
was derived from rates that were not . straight horizontal 
rates, 

MR. SMITH: That is not quite the question -- not 
maximum horizontal rates. 

THE CHAIRMAN: I mean maximum. 
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25 per cent and Sroups of commodities got 20 per cent 

and 15 per cent, then all these exceptions, although they 
were percentage increases, are included in that estimate. 
I think we should see that, In answer to your question 
my point is that he who alleges should prove, I am 

not quarrelling with the validity of the point if he can 
prove it, but I do think Some obligation rests on Mr. 
Smith in view of my Suggestions to do more than to file 

a telegram the basis of which is not clear. That is my 
point. 

THE CHAIRMAN: Yes, I remember the telegram. 
Perhaps we had better have it read again, 

MR. EVANS: "Exact calculation of 1947 

freight revenue for commodities subject to 
certain exception in Ex Parte 162 and 166 
findings cannot be made your estimate of 
between four and five billion dollars within 
area of reasonableness our rough calculation 
is nearer five billion," 

My submission is that -- 

THE CHAIRMAN: That refers to the one year and 
to all the exceptions? 

MR. EVANS: To all exceptions including the lower 
horizontal percentage increases, and I think it is 
important, in order to establish the validity of this, 
to determine how much of this estimate of $5 billion is 
attributable to these other increases. 

THE CHAIRMAN: Perhaps if Mr. Smith were to write 
to Mr. Stevens in respect of his telegram and ask him if 
he would care to expand on it in a letter -- 

MR. SMITH: I think probably we could expand on 
it and ask Mr. Stevens to rélate it to the 1948 or 1949 
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THE CHAIRMAN: Just do as you like about that. 

MR. SMITH: Because the 1947 figures were the 
only figures we were able to check here; that is why we 
took them, but we can take 1948 ana 1949 and show the 
cumulative effect of the two rate cases, 

THE CHAIRMAN: You can ge as far das you like in 
it. This may be an Opportunity for you to do Something. 

MR. SMITH: We will obtain the infcrmation. 

THE CHAIRMAN: The whole thing is you are 
anxious to show that a very substantial part of the 
revenues which these first class railways derive in the 
United States are made out of rates which are less than 
the maximum horizental increases. 

MR. SMITH: That is right. 

THE CHAIRMAN: In one way or another. 

MR. SMITH: In the four ways which I have mentioned. 

THE CHAIRMAN: You can pursue it further. 

MR. SMITH: I might point out that Ex Parte 162 
applied to the whole year 1947, and that was taken into 
consideration in the actual revenue. Ex Parte 166 -- 

THE CHAIRMAN: You are referring to these cases? 

MR. SMITH: Yes. 

THE CHAIRMAN: Of course we have not had time to 
read them yet. I think it is worth while probing this 
thing further instead of leaving it that way with a tele- 
phone message which, of course, there is no trace OE and 
a telegram in reply to it. 

MR. MacPHERSON: My learned friend Mr. Evans 
also referred to the information furnished by me relative 
to Consolidated Mining and Smelting Company. I was happy 
to see that on checking, any discrepancies were minor. 


However, what was done in connection with that information 
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was that it was read into the record. I discussed the 
matter with him this morning, and probably it would be 
better if we now file an exhibit which would be agreed 
upon between the two of us in the light of what he has 
said this morning. LoWidd doc that. I will file an 
exhibit giving the same information and checking it with 
Mr. Evans to see that there is no information that is 
wrong. We took the figure as to the value of the stock 
from the Montreal Gazette, and we could not imagine that 
the Montreal Gazette would be wrong in any particular, 

MR. EVANS: I was not making any issue about it 
except I do want this clearly established on the record, 
that I reserve my rights to say that this exhibit and the 
information contained in it is irrelevant to the inquiry. 

THE CHAIRMAN: Anything that you two gentlemen 
will agree upon will be received here with great comfort, 
subject to any exceptions you wish to make. 

MR. FRAWLEY: Before proceeding with the cross- 
examination of Mr. Jefferson I want to put into the record 
some information that we have obtained in answer to a 
question by Commissioner Innis. This was during the 
examination in chief of Mr. Jefferson, and at page 15196 
Dr. Innis asked: 

"Do you know what the price of wheat was 
at that date at Duluth and at Fort William -- 
October 1, 1949, that is the date of your map?" 
At page 15200 I said that we would try to get that infor- 
mation and we now have this information. It is from the 
Searle Grain Letter of the 12th of October, 1949, and 
these are the prices for the llth of October, 1949, 
expressed in Canadian dollars and for No. 1 Northern 
wheat. At Portal, North Dakota, $2.02; at North Portal, 


Saskatchewan, $1.584. In that instance, of course, there 
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is a possibility of Something further because of the 


participation certificates. At Minneapolis on the same 


day the price was $2.40, I might say here we have not 


been able to get the Duluth price which Dr. Innis asked 
Tory We have not been able to get that differential 


between Duluth anda Minneapolis, We may be able to get 


it, and if we can we will put it into the record. 


(Page 15895 follows) 
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At Fort William these are the three prices - 
to Great Britain $2.00, Class 2 wheat, that is wheat 
to eountries other than Great Britain $2.40, and 
to wheat-agreement countries $1.98. 


MR. C. E. JEFFERSON - Recalled 

tN RECALLED 
CROSS EXAMINATION BY MR. FRAWLEY: - 
a 2S Ne RAW LE YS = 


Q. Now, Mr. Jefferson, I want to begin by 
asking you some rather general questions in connection 
with your evidence in Volume 67, given last Deeember. 

On page 13916, Mr. Jefferson, you listed 
there and on the pages just before that, seven tests 
that you say you apply to determine whether revenues 
On particular rates would be Satisfactory, and I 
only ee to direct your attention to *he last two. 

Now, the second last one was the flow of traffic. 
You said, "Sixthly, the direction of the flow of 
traffic". Now, can you tell me how the direction 
of the flow of traffic is used, Mr. Jefferson? 

A. How is it used? 

Q. Used as one of your tests? 

A. Well, in using the flow of traffic as one 
measure, you first must know what commodity: and 
what movement is in your mind, that is, on what 
commodity you are making a rate, and where the move- 
ment will be from and to, and when you consider flow 
of traffic, you consider both the flow of the volume 
of loaded cars and also the return empty movement of 
oars. 


Q. Well now, having mentioned what you have 
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in mind, that is, the Specific commodity, can you 
give me any example of Specific commodity rates in 
effect which reflect these factors? 

A. I can't off hand, but if you will give me 


an illustration of a mavement you have in mind - - 


Q. No, I did net have any’ in’ minds IP juss 
wanted to know and to test the importance of this 
"Sixthly, the direction of the flow ef traffic" as 
one of the tests, and I Just wondered if you could 
give me any examples of specific commends rates 
now in effect which do now presently reflect that 
factor in which you bave brought to bear this 
particular test, applied this particular test? 

A. I cannot off hand, but I can illustrate 
it by a possible movement, if you like. If you 
are making a rate, we will Say, On some commodity 
from Calgary to Regina, and it needs a low rate to 
move it - - 

Q. What would be an example? 

A. That would be an example, yes. 

Q. What would be an example of a commodity? 

A. I don't care what commodity it is - 
commodity X moving from Calgary to Regina, the 
volume it would move and then when you have - well, 
I will give you an example from Calgary to Regina. 
I can take crude oil, if you like. Now, you have 


Bot a heavy movement of eastbound loaded traffic 


and you have a movement of empty cars west, and, 
furthermore, in connection with a case like crude 
Oil, you always move, or invariably move, the tank 


cars back empty. Well, that is an instance of what 
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is meant by the flow of traffic. 

Q. And in that instance then, you did apply 
the test of the direction ef the flew of traffic 
to loaded crude cars ta Regina and the empty cars 


back? 


A. When you are figuring your Eross return 


revenue per carmile on petroleum products or any 


product moving in a tank car, yeu must take inta 
consideration whether a car moves back empty. Then, 
you must consider what you pay out per mile for 
the use of the tank car not only in the loaded 
direction, ‘but in the empty direction, and your 

net gross carmiles is your return from, in the 
instance we are talking about, Calgary to Regina 
and return. 

Q. Would you make a lower rate or a higher 
rate whether it moved against the flow of traffic 
or with the flow of traffic? 

A. I would not Say whetier we would make a 
lower rate or a higher rate. It depends on the 
conditions existing, the rate on the commodity 
that the rate was being made on, but you would 
weigh the return on the traffic volume in that 


territory. 


Q. Well, you say that you apply these tests 
to determine whether revenues on particular rates 
will be satisfactory? 

AS Yes, sir. 

Q. Now, you had to determine whether the rate 
on the crude oil from Calgary to Regina was satis- 


factory because there are empties going back? 
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A. Well, as I told you in my direct evidence, 
we test it with the average revenue per carmile for 
a reasonable comparative haul. 

Q. The ordinary flow of Cratfic., Or course, 
of crude oil is from Calgary to Regina? 

A. It was; it is not today. 

Q. Well, when it was, and somebody wanted 
to move a car of crude oil from Regina back to 
Calgary for some purpose, that wald be a different 
rate, would it? 

A. No, we would probably make the same rate 
if the same commercial conditions existed. 

Q. But you would have empties going back? 

A. That would not make any difference. 

Q. Now then, you have another test, the 
density of traffic over the line? 

COMMISSIONER INNIS: Isn't that a very 
highly specialized case? It is not like an ordinary 
boxcar where you might have other considerations. 
This is something in which you cannot include any 
other commodities? 

A. Quite right. You might have a movement 
of some commodities in boxcars where you might get 
a return loading of some other commodities in the 
car. 

Q. Well, this would be an extreme case? 

As Thatois right. 

MR. FRAWLEY: Take coal. You move a lot 
of coal from Drumheller to Saskatoon and in boxcars? 

A. Yes. sir; 

Q. Now, just thinking of the question that 


Dr. Innis raised, would that be a different Situation 
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than the crude oil from Calgary to Regina? 

A. No, I would say that a large percentage 
of cars in which coal is loaded from Alberta to 
Saskatchewan or Manitoba are returned empty. 

Q. But the fact is, that they have not all 
got to be returned empty. I would think the crude 
oil cars would go back 100% empty? 

A. Quite right, but your coal cars, if they 
were open coal cars, would all go back empty. If 
coal was loaded in boxcars, then they could only 
be used in return movement for very rough freight. 
You could not put flour in them or sugar, or 
commodities of that kind. 

Q. Well, I can appreciate that this depends 
on a variety of circumstances, and so long as there 
18 some traffic to put in the empty cars, then the 
importance of this particular factor would vary? 

AS It" would Vary, yes, sir, 

Q. Then your seventh test, is density of 
traffic over the lines. How would that be applied? 

A. Well, the density of the traffic would be 
applied by the density of the movement itself or 
the density of movement on that particular section 
of the line. 

Q. I just want to know how you reflect it. 
Would the rate be higher or lower because of a low 
density on some particular line? 

A. Well, if it was light density and it created 
more traffic for the line without additional trains, 
that would be one consideration, but if it was a 


heavy density line and the increased traffic meant more 
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trains that would be another consideration. 

Q. Now, Mr. Jefferson, can you give me an 
example, because, frankly, I think that these things 
are more easily understood with examples? Can 
you give me an example of. a specific rate now in 
effect which reflects this factor of density? 

A. I do not have any in mind at the moment, 
nO, Wii. 

Q. Now, in the same Volume, Mr. Jefferson, 
on page 13912, you, say,. in criticizing the cost of 
Service principle, you say at the bottom of that 
page:- 

"Were lower value commodities charged 
their full share of the over-all cost of 
transportation, the rates on these commodities 
would not be radically different from the 
rates on higher value commodities". 

Now, Mr. Jefferson, what I want to ask you is - 
do you see that there? 

A. Oh, yes - "Were lower value commodities 

charged their full share of the over-all cost 

of transportation, the rates on these commodities 

would not be radically different from the 

rates on higher value commodities" - yes, sir. 

Q. Now, what I want to ask you is, did you 
mean to imply there, that low value traffic merely 
because its rates were low compared to, say, first 
class rates, that that is prima facie evidenoe 
that the low rate traffic is not paying its full 
share of the over-all cost? 


A. I would not say it 1s not paying its full 
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Share; it is not paying as large a share. 

Q. What would you say as to whether it is or 
is not paying its full share compared to the first 
class rates? 

A. In a broad sense, it is paying over and 
above out-of-pocket costs, if that is what you want 
to know, but it is not paying as much - the commodity 
of low value is not contributing as much over and 
above out-of-pocket costs as high valued commodities. 

Q. Not contributing so many dollars, but 
my question was whether er not you would say that 
the mere fact that these rates were low compared 
to the rates on the higher valued traffic, that 
that mere fact was any evidence that it was not 
paying its full share of the overall costs? 

A. What de you mean by "full share"? 

Q. Well, its proper share. 

A. I would say it was paying a fair share. 

Q@. I am really using your expression when 
you say "were lower value commodities charged 

their’ full share of the overall cost of 

transportation - ™ 
what I mean is, I gave you the words back; they 
are really your words? 

A. We are saying in that sentence that if 
the lower value commodities charged their full 
share of the overall cost, the rates on these 
commodities would not be radically different than 
the rates on higher value commodities. 

@. That is what you had said, yes. Now, 1 


want to ask you some questions about that. Now, you 
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are not saying that the actual level of any particular 
rate, the actual rate, is any guide as to its 
remunerative character? 

A. As to its remunerative character? 

Q. Yes, the mere fact that it is more in dollars 
is not any very helpful guide in finding out the 
answer to this question that you have raised? 

MR. EVANS: The question he has raised, 
Mr. Frawley, has nothing to do with the remunerative 
CHA PaCTEP OT waves at ally it tisi-the-cost of 
service he is talking about. 

MR. FRAWLEY: Now, Mr. Chairman, this is 
Mr. Evans' first interruption, and my friend is 
now warning me that it won't be the last, 

THE CHAIRMAN: As far as I can follow 
Mr. Frawley was bringing to Mr. Jefferson things 
that Mr. Jefferson has said, and was asking him 
to explain and dilate upon them. 

MR. FRAWLEY: Word for word. I am now 
addressing myself, Mr. Chairman, to, I suppose, 
without any question of doubt, the most experienced 
traffis man in Canada - - 

THE CHAIRMAN: Are you asking for the 
protection of the Court? 

MR. FRAWLEY: I almost am, and I am doing 
it in advance. I am making an application to 
need. a nune pro tunc asemy (friendsuMrn.J efferson 
is very full of this subject, but I simply cannot 
conduct this kind of cross examination, which I 
do not have to say to you as it is apparent, if I 
am going to be constantly harassed (I suppose the 


word is and it has been used before) by Mr. Evans. 
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I am addressing myself to you, because it is not 
proper for me to address myself to Mr. Evans. 
I am not asking for any favours, but I am asking 
for consideration from Mr. Evans, and support from 
the Commission that I should be allowed to conduct 
this cross examination unless I am mistating 
something, and then I must be immediately interrupted. 
MisesvaANs?: That is all fT interrupted 
for, because Mr. Frawley suggested to the witness 
that he used this test as to whether rates were 
remunerative or not. He was not dealing with 
that subject at all. He was dealing with the cost 
of service principle, and it had nothing to do 
with whether particular rates were remunerative. 
Now, it seems to me that if my friend Mr. Frawley 
Sticks to the point, I will have no necessity for 
interruption. He did not put the question fairly 
to Mr. Jefferson in the context in which that 
statement was made. 
MR. FRAWLEY: Now, Mr. Jefferson, you 

have looked at these last four lines on page 13912 
several times. Now, having looked at them again, 
I simply put it to you, would you not agree that 
the actual level of any particular rate, the actual 
dollars charged, is no guide to the remunerative 
nature of the rate? 

A. I do not know that I understand your 
question. 

Q. Well, there must be, as you say yourself - 
"Were lower value commodities charged their full 
Share of the overall cost of transportation, the rates 


On these commodities would not be radically different 
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from the rates on higher value commodities". Now, 
I am trying to see the application of that? 

A. Well, I Suppose anyone would Say that were 
a lower value commodity to pay its full share of 
the overall cost of transportation, it Should pay 
the same share as a higher value commodity. 

Q. You are now Saying that, are you, an 
Substitution for this? 

A. No, that is what that says. 

Q. Now then, mr. Jefferson, I want to take 
you to the Appendix on page 56. Would you read me 
back, please, the very last answer? 

THE REPORTER: "Well, I Suppose anyone 
would say that were a lower value commodity to pay 
its full share of the Overall cost of transportation, 
it should pay the same share as a higher value 
commodity". 

MR. FRAWLEY: The "same rate" you mean 
instead of "share"? 

A. I said "the same share". 

Q. You mean the same Share? How would you 
estimate the same share? How could you do that? 

A. I don't know how you would do it. 

Q. Now, will you look at page 56 of your 
Appendix? Now, you see there that automobiles 
from Windsor to Montreal, 567 Miles are charged 
$1.18 per hundred weight - right? 

A. Yes, sir. 

Q. And pig iron on the same p2ge, Sault 
Ste Marie, to Montreal, 622 miles, is charged $5.91 


&@ gross ton, and that has been calculated for me 
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at 27¢ a hundred weight. That is roughly right, I 
take it, is: it? 

A. Well, I am not going to take the time to 
CHECK Ly: 

Q- You will accept it from me ? 

Aw tee. sir. 

Q. Now, the pig iron rate is less than a 
quarter of the automobile rate, isn't it? 

An eves, 617, 

Q. But the carmile earnings are over twice 
as much, the carmile earnings being e2.2¢on the 
automobiles and 48.8¢ on the pig iron? 

aes Inet 238) Picht. 

Q. The rate for which you get 27¢ a hundred 
weight pays you out 48.8¢ a carmile and the $1.18 
rate on the autemobiles pays you out at 22.2¢ per 
carmile. Now, in this case woulda you say that the 
pig iron was contributing less than its share as 
compared with automobiles? 

A. 1 am not saying that, no, but when you 
compare the movement of pig iron and automobiles, 
you must give some weight to the difference in the 
average loading per car and also, the ton mile 


earnings as well as the carmile earnings. 


(Page 15908 follows) 
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Q. Well, now, we will talk about the cor-mile 
eornings ‘in 8 moment, Mr, Jefferson; but, looking at the 
cer-mile earnings of those two commodities, you are not 
going to sey thst the pig iron is contributing less than 
its share when you compere it with the automobiles? 

A. No, I am not going to say, because I do not know 
whet each movement is paying. 

Q. You do not know what? 

A. Wheat each movement is paying. 
THE CHAIRMAN: Q. You do not know what, Mr, 
Jefferson? 

A. I do not know what esch movement is paying, if we 
ere discussing 9 cost of service principle. 

MR FRAWLEY: Q. All I know is that I was 
analyzing the statement at the bottom of page: E3912," in 
the light of what these two commodities do in terms of cear- 
mile earnings, thot is all. 

A. Well, what ere we discussing? 

Q. We are discussing the statement st the bottom of 
page 13912, where you Suggest that the over-sll cost of 
transportation must be Shared between the lower velue com- 
modities and the higher value commodities, I imegine. 

MR EVANS: That exactly points up the ob jection 
I made before, because Mr. Frawley is teking 2 statement of 
the witness criticizing the cost of service principle, which 
is not epplied in ratemaking in Canada today, end he is 
trying to tie him up to rates that ere made on the value of 
Service principle, and there is exactly where the confusion 
comes, and I saw that coming when I first made my objection. 

THE CHAIRMAN: When Mr. Frawley reads to Mr. Jef- 
ferson something thst Mr. Jefferson Said, Mr, Jefferson 
himself can explain what his meaning was and wh's't he 


related his statement to. Read that ogein, Mr. Frawley. 
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MR FRAWLEY: The quotation is; 
" Were lower value commodities charged their full 

Share of the over-sll cost of transportation, the 

rates on these commodities would not be radically 

different from the rates on higher value commodities." 
Now, thet was the text we had in front of us. 

Q. My question, Mr, Jefferson, wes, when you compere-- 

THE CHAIRMAN: Just a minute. Perhaps, then, we 
hed better ssk Mr. Jefferson now what subject he was 
dealing with when he made that statement. 

Q. .What had you in mind? What were you covering? 

»» That is what I was asking Mr. Frawley, because 
F do not teink-+= 

Q. But you yourself -- don't you remember? 

A. No, but my point is this, sir, grat erade nos 
think you could compare a discussion on cost of service 
with e discussion on exhibits which were put in to show 
thet rates were compensatory. One has nothing to do with 
the other. 

. Well, why hes one nothing to do with the other? 

A. I beg your pardon? 

Q. Why has one nothing to do with the other? 

A. Well, this exhibit thet Mr. Frawley is pointing to 
at page 56 of the appendix is en exhibit to show that motor 
truck end water competition rates in Eastern Canada on the 
commodities shown in the exhibit were not non-compensatory, 
they were compensatory rates. Thet is what thet exhibit wes 
prepared to show. 

Q. You prepared this exhibit to show that? 

Be, ese een 

Q This is your exhibit? 

hk. Yes, sir. 

Q. And whet about it, then? 
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A. About the exhibit? 

Q. You ssy that has nothing to do with the statement 
you made as read by Mr. Frawley? 

A. I do not think it hes enything to do with this 
pert of page 13912 thet Mr. Frawley read, where it soys: 

"Were lower value commodities cherged their full 

share of the over-all cost of trensportation, the 

rates on these commodities would not be radically 

different from the rates on higher value commodities." 

@. Well, in what respect are they not cherged their 
full share of the over-2l1l1 cost of transportation? 

A. These commodities? 

Q. Well, the commodities that you yourself in your 
languege mean to indicate? 

A. din the exhibit? 

Q. No, no; in the lenguage you heve used there. 

A. Well, 811 we are saying there is that if you gave 
effect to the cost of service principle, and all commodi- 
ties, both the lower value commodities and the higher value 
commodities, peid their full share of the over-all cost of 
transportation, the rates on the lower value commodities 
would heve to go up. 

Q@. Well, that is 911 subject to having e system 
based on the cost of service; is thot it, Mr. Frawley? 

MR FRAWLEY: I em not certain. I am going to 
pursue it now just ea little bit further, Mr. Chsirmoen. 

THE CHAIRMAN: That is what Mr. Jefferson has 
just ¢eaid. 

MR EVANS: That is quite clear from the whole page 
of the transcript. 

MR FRAWLEY: I oem not taking the whole book; I am 
taking these words. 


Q. Mr. Jefferson, would you omind segsin reading with 
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me those last four words? I am going to break it up into 
smeller parts. 
MR EVANS: Read the question and answer before 
that, 
MR FRAWLEY: Please, please! 
MR EVANS: Just read the question. 
MR FRAWLEY: I will not. I will read it as I 
think it should be read, Mr. Evans. 
Q. Mr. Jefferson, will you resd those last three 
lines with me ogain: 
"Were lower value commodities charged their full 
Share of the over-all cost of transportation" -- 
Now, I do not know who wrote this; you spoke it from 
Something written down, Mr. Jefferson. Will you allow 
me just to transpose it slightly -- "If lower value 
commodities were charged" -- I think the English is a 
little more understandable; perhaps you agree with me, 
do you? 


A. I don't know; I will heave to get the rest of it 


First. 
Q@. No, no; just that expression "were". I suppose it 
is good enough as it is -- "Were lower value commodities 


charged their full share of the over-all cost of trans- 
portation". I am going to stop there. Now, Mr. Jefferson, 
I put it to you very plainly: Isn't there an implication 
there that lower value commodities sre not cherged their 
full share of the over-all cost of transportation? 

A. To the same extent es the higher rated commodities, 
yes. 

Q. Yes, but just stopping there, there is 9a suggestion 
there that they are not charged their full shere of the 
over-all cost of transportation; that is fair enough, 


isn't it? 
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A. As I sey, they cannot be. 

Q. What's that? 

A. They cannot be. 

Q. All right. In eny event, it is not unfeir, 
though, it is not unfeir to take that meaning out of 
those words, is it? 

A. All right, I will go slong with you that far. 

Q. Now, I call your attention to the fact that the 
pig iron from Seult Ste. Marie to Montreal pays 48.8¢ a 
car-mile; it is only charged 27¢ 9 hundredweight; it is 
certainly a low value commodity, isn't it? 

A. Yes, 

Q. And that low value commodity contributes 48.8¢ 

per cer-mile, end the high-rated commodity, the auto- 
mobile, which is charged $1.18, contributes 22.2¢ per 
cer-mile. Well, Mr. Jefferson, it is very simple; I put 
it to you that the lower value commodity cannot be said 
to be charged less than its full shere of the over-all 
cost of transportation? 

A. I do not think, Mr. Frawley, that you can take 
8 statement of general principle on page 13912 and com- 
pere it with a specific rate. 

Qi. All right; I think I have pursued it‘enough. I 
think the thing now speaks for itself one way or the 
other. You certeinly do not suggest at all now that the 
pig iron is contributing less than its share to the 
over-all cost of transportation when you compere it with 
automobiles, et least on those two movements I gave you? 

A. It may or may not; I do not know. 

Q. You still think that it may not be paying--- 

THE CHAIRMAN: Q. What is missing? Whet would 
you have to have before you before you would know that you 


have not now? 
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tee beeey..).Mxr, Cheirman, that you cannot take eny 
Sspecific--- 

Q. Well, what must you tske to sustsin whet you 
have said there about these commodities of the lower class 
having to be charged higher if they were to pay their full 
Share of the cost of transportation? 

A. Thet is just a general statement of principle. 

Q. Where do you get it from? 

A. From my knowledge of--- 

Q. From experience? 

A VES + SLY, 

Q. Well, can you give us some idea of a low commodity 
thet would have to pay so much more if it were to pay its 
full share of the cost of transportation? 

A. Well, to me, sir--- 

Q@. Mr. Frawley shows you this item of pig iron; 
he says, "Here is what pig iron pays, and here is its 
yield." 

A. On one movement. 

Q. On one movement? 

Ags ELeS. SA. 

Q. Well, perhaps you sare on the road to explaining 
now; you point out, this is only on one movement? 

A. But the whole point, sir, of the sentence at page 
13912 that Mr. Frawley read is well understood if you con- 
sider that to have every commodity, whether of low value 
or high value, pay its full share of the over-cll cost of 
transportation, the rates on the lower velue commodities 
would be higher. You might go so far as to say that 
rates on all commodities should be the same, if every 
commodity was going to pay its full share; you might go 


to that extreme. 


MR FRAWLEY: Q. Mr. Jefferson, you do not mean 
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that the pig iron should be paying the automobile rste 
of $1718? 

A. I would not go so far es to Say per hundred 
pounds, no, 

Q. Because now, even sat 27¢, it is contributing in 
cer-mile earnings elmost twice 3s much as the automobile ? 

A, All we are saying on page 56 of the appendix is 
that the competitive rate on pig iron from the Soo to Mont- 
real of $5.91 3 gross ton, yielding, with on everage 
loading per car of 115,160 pounds, 48.8¢ per car-mile, is 
2a compensatory rote, 

Q. Theat is certainly what you say? 

A. YOR, ter: 

Qa suerte just challenging you on your Suggestion that 
it is not contributing its foir share to the over-ell cost 
of transportation. 

A. We did not say it did not contribute its fair 
Share; we said it did not contribute its full share, 

Op reves -21Ge full sshere; 

Amores sethateis.not--~- 

Q. Well, what would you expect more than 48.8¢ as 
the full share of the pig ron, when the sutomobiles are 
only contributing 22,2? 

A. On thet particular movement I do not know. 

Q. All right. Now, Mr. Jefferson, let us turn to 
Something else. In the same volume, just the next pege 
over, you are describing the process of making special 
commodity rotes? 

A. The whet? 

Q. The process of making special commodity rates -- 
that seems to be so -- and this is what you say. After 
determining what the commodity is end what the movements 


ere, and for what movements the rates are to be made, you 
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Sey this, at the bottom of the page: 

"The next thing to determine is whet rates sre 

cherged other similar industries on the same commo- 

dities for the same or similar movements, "! 

A. I beg your perdon? 

Q. I am just reading; do you see that? 

Ryo Yes 

Q. "The next thing to determine is whet rates are 

cherged other similar industries on the same"--- 

THE CHAIRMAN: Whot rates ere charged? 
MR FRAWLEY: "What rates ere charged other 

Similar industries on the same commodities"--- 

THE CHAIRMAN: Whet industries have you in mind 
there -- similor industries? 

MR FRAWLEY: I was going to pursue it, sir; I 
think 2G wiviete developed. 

Q. The full sentmce is: 

"The next thing to determine is what rates are 

charged other similar industries on the same 

commodities for the same or similsor movements." 
Now, my question is, Mr. Jefferson, would it be fair to 
Say that whet other Shippers ere charged would be the 
dominant factor to which you would refer? I am assuming 
that--- 

A. We were discussing in that port of my direct evi- 
dence what would happen if you were making rates for a new 
industry in the Edmonton srea such as a8 pulp end paper mill. 
Now, I say that if we made for the industry st Edmonton 
lower rates on its inbound materiels or its outbound 
products then we mede for other similar industries, we 
would immediately be in trouble end we would be before the 
Board of Transport Commissioners and have to explain why 


we gave preferential treatment to one industry which we 
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would not sccord to another industry. 
THE CHAIRMAN: Q. You ore telking as between 
localities, are you? 
AY Yes sir. 
THE CHAIRMAN: Not industries. 
COMMISSIONER INNIS: I am a little confused sbout 
that statement, Mr. Frawley. It says "similar" and "same". 
MR FRAWLEY: I will read it again: 
"The next thing to determine is whet rates are 
charged other similar industries on the same 
commodities for the same or similar movements. " 
THE WITNESS: Yes, sir, 
THE CHAIRMAN: Q. You must mean the same in- 
dustries located elsewhere? 
A. Located elsewhere, yes, sir. 
COMMISSIONER INNIS: Q. Why couldn't you use 
"the same" instead of "similar" in each case? 
THE CHAIRMAN: I think we know what it is, with 
the explanation that has been given. 
COMMISSIONER INNIS: ©, There is no distinction 


involved there; you could use "same" instead of "similor" 


in each case? 


A. Yes. I mean, the sentence could read, if you like: 
"The next thing to determine is what retes ere 

charged other industries on the same out ties for 

the siame movements." 
Is thet wh.at you mean? -- having in mind thet “seme” or 
"similer" means the distances mey vary. 

MR FRAWLEY: Q@. Now, Mr. Jefferson, as long as 

there are: other movements of the same commodity, you are 


not entinmrely free to make rates to met the particular 


needs of one new shipper? 


A. Not, I would say, under broed general principles. 
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We must treat the industries alike unless there ere some 
competitive ressons, | 

Q. I was just going to add that. Put the competitive 

conditions aside, and you are not free to go to an 
industry end make 3 particular rate for that industry? 

A. We are free to do it if we want to, but we would 
get in trouble if we dia. 

Q. So that you do not? 

-+« You would be the first one to takerwit) tothe 
Board if we did not treat you the same as we did an industry, 
the same kind of industry, somewhere else. 

THE CHAIRMAN: Q. You meen that you would be then 
liable to the unjust discrimination charge? 

Al ives,, “sir, 

THE CHAIRMAN: Well, that is right in the ACE pcs 
course, 

MR FRAWLEY: Q. That meens, speaking of pulpwood 
in Edmonton again, that you would give the same rate to 
him as you would to a pulpwood Shipper in Northern Onterio, 
Say? 

A. We would give the same rate on pulpwood to a mill 
in the Edmonton srea as we would give to a pulp mill if 
there was one at Prince Albert and as there is one at Kenora, 
Ontario, and Pine Falls, Manitoba. 

Q. And that goes for anywhere, doesn't it? 

A. Well, you have got to confine yourself now -- don't 
take me all over Canada; just take Western Canada, if we are 
going to talk Western Canada. 

Q. Well, let us just talk about the rest of Canada. 

A. Where is 9 difference in the rates in Eastern Canada 


and Western Canade on pulpwood. 


Q. I am putting competitive conditions aside always. 
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Qe -lways putting competitive conditions sside. 

A. All I am saying is, there is 3 difference in the 
rates on pulpwood in the west end east. The rates in the 
west are lower than in the east. 

Q. But you would certainly treat the new man oat 

Edmonton the same as at Pine Fells and Kenora? 

ep LOS, , Gir; 

Q. Now let me take you to volume 76, please, Mr. 
Jefferson; will you look at page 15444, towards the bottom 
of the page, where in answer to Commissioner Innis you say: 

"You have a general basis of livestock rates, and you 

would not reduce the livestock rates for a man in order 

to give him an edvantage over another livestock 
shipper," 

AS Yes, sir, 

Q. Now, this general basis thot you speak of there, 

I suggest, greatly Simplifies the process of ratemaking; 
is thet true? 

-e I do not know whet you mean, 

Q. Well, you Say you have a genersl basis of livestock 
rates, and you would not reduce the livestock rates for 9 
man in order to give him an edvantage over snother livestock 
Shipper. [I Suggest thet that simplifies your problem 
largely, doesn't it? 

A. Quite right; within Western Canada we have 3 mileage 
Scale of rates on livestock for 311 movements, and the rates 
ere applied for all movements. 

Q. And would not similar conditions end Similar con- 
Siderations. apply to most agricultural products and forest 
products arid mine products? 

A. I would not sey on grain, 


Q. Neo, no; but you have the same general basis, you 


Say, of livestock rates? 
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Ai’ ee sir. 


Q. Well, heven't you got the same genersl basis of 


rates on the products of the mine end products of the 


forest? 


(Page 15920 follows) 
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Ay We have on coal, yes; we have on lumber, yes, sir. 

Q. All I am saying, Mr. Jefferson, is that having 
that general basis simplifies the process of rate making 
very considerably, does it not? 

oe Where you have a mileage scale or you make point 
to point rates by the use of a constructive mileage scale, 
yes. 

Q. And if you have a formula upon which existing 
rates on a commodity, for instance, pulpwood or newsprint, 
are made, you adhere to that formula rather than adopting 
a more favourable rate for a particular shipper? That 
ReRCKUS gas “Pande? 

A. Yes -- now, when you are taking newsprint are 
you taking the movement within Canada or from Canada to 
the United States? 

Q. Within Canada. 

he Within Canada, yes. 

Q. Youxdo that even where there is no competition 
between shippers? 

Big Even though there is no direct competition? 

Q. Yes, you adhere to your formula? 

A. Yes, we treat them all alike. 

Q. I put it to you that your willingness and your 
freedom to modify such commodity rate bases to meet 
conditions affecting a single shipper will depend on the 
amount of the traffic moving from other points under the 
same formala? 

A. I do not know that I get that question. 

Q. Iliwills puts it-for?youragein: Your willingness 
and your freedom to modify such commodity rate bases to 
meet conditions affecting a single shipper -- that is, if 
you were asked by a single shipper, in other words, to 


give him a modification of your commodity rate bases -- 
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that would depend on the amount of traffic moving from 
other points under the same formula and for which you would 
have to make the same reductions, would it not? 

As Well, under normal conditions we would not -- 

THE CHAIRMAN: Louder, please, 

THE WITNESS: Under normal conditions we would 
not treat one shipper any different than another shipper 
whether he had one car or one hundred cars. 

MR. FRAWLEY: Q. That is true. If a man that 
is establishing a pulp mill at Edmonton asked you for some 
Special consideration you would hesitate to give that to 
him because you would feel you would have to make the 
Same reduction at Pine Falls and Kenora? 

A, Yes {sare 

Q. Just turning over the page, you are speaking of 
the same matter, and you gave an example of a new plant 
to make washing machines, and you said this: 

"The railways themselves would not give that 

man any rate on his washing machines" -- 
A. Where are you? 
Q. Near the top of page 15445, 
"The railways themselves would not give 
that man any rate on his washing machines which 
would not be fair and comparable with the rate 
which his competitor, who is making washing 
machines, would pay." 
A. y ore Bt 
Q. That is what you said. Do you mean that the 
only thing that keeps you from giving one producer a more 
favourable rate is the existence of direct competition in 
a common market? 
A. We would not give a man in Ottawa a lower rate 


on his washing machines than we give a man in Fergus,@ntario. 
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Q. And it is the same thing in western Canada if 
they were making them there? 

A. YOS's 

Q. And that is what you mean; you have in mind the 
fact that these two people at Ottawa and Fergus are selling 
into the same common market? 

A. en 

Q. That is why you maintain that general basis? 

A. Whether or not they were Selling in the same 
common market normally we would give them the same basis 
of rates. 

Q. Let us get away from the two washing machine 
factories in Ontario and Suppose somebody wanted to 
establish a washing machine plant in Calgary, for instance, 
Somewhere in Alberta? 

A. Ves , "sin, 

Q. And wanted to sell into the same western 
Canadian market that the people in Ontario are selling, into? 

A. Yeu? sar. 

Q. What would be the considerations which would 
enter into the making of the rate for him? 

A. No difference. 

Q. You would not give him any rate on his washing 
machines that would be any advantage over the man shipping 
in from Fergus? 

BA I do not know what class washing machines take 
in carloads. LoS eS tCieciass'. If a producer of 
washing machines in Ottawa or Fergus was shipping carloads 
to western Canada he would pay the 5th class rate. cr 2 
washing machine industry started at Calgary and they were 
shipping in carloads to Medicine Hat, Regina or Winnipeg, 


they would be expected to pay the 5th class rate. 
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Q. And if they were not Shipping into the same 
market, would there be a different consideration at all? 

A. They would still pay 5th class unless there were 
some other competitive reasons that required special 
treatment, 

Q. Let us keep away from that angle. 

AG We are keeping to normal rates? 

Q. eB . 

THE CHAIRMAN: Q. These normal rates have no 
regard to the market? 

A. To the market? 

Q. To the place where -- 

A. They may have regard to the market, but if one 
Shipper can pay 5th class to the market we say the other 
Shipper should be expected to pay 5th class to the market. 

MR. FRAWLEY: Q. And the 5th class rates are 
different in the west and from the east to the west? 

BX That may be, but it is 5th class. 

Q. Then you would stop there, and if there was a 
disadvantage when you compared these two 5th class rates 
you would allow that to remain? 

A. We will take Winnipeg as a central point. We 
will take washing machines shipped from Ontario to 
Winnipeg 5th class and from Calgary to Winnipeg 5th class. 

Q. How about if they were made in Calgary and they 
were being shipped into Saskatchewan, let us say? 

A. Into Saskatchewan? 

Q. Yes. 

A. Fifth class. 


Q. And that would be a higher rate than your rate 


from Fergus into Saskatchewan? 


A. It would not’ be a Higher’ rate, no. 
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Q. I mean a higher rate basis. It would be less 
dollars, but it would be 4 higher rate, Pifth class rates 
out of Calgary would be higher than the 5th class rate 
from Fergus to Saskatoon? 

A. I would not want to answer that question without 
checking it. It might be a higher rate from Calgary to 
a point in Saskatchewan for the number of miles you were 
Shipping than the rate from Fergus for the same distance 
in eastern Canada. 

Q. Would you feel free to give more favourable rates 
to other markets where a new producer was not in competition 
with other shippers on your lines? 

A. Give him lower rates? 

Q. Yes, if a new man was not in competition with 
other shippers? 

A. That would depend on the commercial conditions 
existing with respect to the marketing of that product in 
any particular market, If from our study of the situation 
we did not think he needed any rate lower than 5th class 
we would not give him any lower than 5th elase.y Dut: Lf 
he made out a good case and we thought he should have 
Something lower than 5th class we would give it considera- 
tion. 

Q. Regardless of the fact that no one else on your 
lines was competing into that market with him? 

Re If no one else was shipping into that area, what 
we are discussing, then you would not be worried about 
an attack of discrimination, but you would not reduce 
the rate unless you felt there was a necessity for 
Pecucine. 1.4. . | 

Q. And what would constitute necessity? 


Boe I do not know. That all depends on what the 


Shipper advances. You cannot lay down any fast and 


é 
ai 4 
“ae e: +7 5 : 


wy ,qaazested 4 | ‘- SOEs aa) 


: y 4 ion doom - —— a *, . } ¢ : 
wavs oO Siow Fa land oteg aught © mom, ns oar 


i | 7 
dare Hohe CEP OLR SHES SF Get h Low ik aud aecklab , 
story pacin dde att aaflt qoasta ad Bie yareich. oe hee 
| tqantoweckh ot apqwt mesg 
dworndivw sok¢eactn DaHe Geraqr af sew eons ruaw + 7. ' 
i sé yesnhed moet Bret dents © Sal ghee Fe yt i pobjoods 
wuse aetkn To meds ood cel qeweriozagasGat gageg § 


5 % 


ioin ofdastyavel Sth evee ps eats 22S) Bey Baer ‘ 


reidagesas ok *o aewadevboxrq Was = S4Ooy SFSNTRS Tonya Oar 


piefw AOL ETOSMOo FA FSM SAN He HON BSP 1 eee 3 


ot 
nm 
ae 
t 
r* 
oe 
a 
“ 
Bt 
’ 
AJ 
se, 
votone 
= 
er} 
om 
od 


: ‘ Lass es 2 Sy 7h “pct F i es ee 
Mk SONROSs JAY FS Seg “i CAG 98, GREQES fe as Hig SERS 
+ 
pe Bo} a fs ree | ee eee ee EY meeurye sy | "a ox = sfreme Getsg Pee bets ae tpi 
PART AHL? BAT OG YORE Bye AES LS HEE hes p Leay Sab ees ie 


fi SBN Mee EPS ORS ee SER Re Ee eee ee i APE Ss HEN Sey 


3 ‘ tis 2 dices j 
e ? BACs ; AIK LONE YA aera PSeey SF MISS SE ey iM 
’ 
4 5 “ 7 Py reece 4 
7 7 i re FAVS H i : ; z east . = 7 @ &PES5 2! 
ue Fi 
| etemde> Gee ant . Sass ;? we ccie f - AITGASs 
) = =S3eGh anes CEE DILLY SF HERLo Hoes He TORS 
eeey.e it 
Fe) a ie ale 
r fod % . Py 2 B 
SI BS SE ise * VEAL AIS | ae 8S Rane T ek 
> 
7 * 
» * + © . aie, eo “Oy o<} 
; Tie AP tw Jot eR, IMAG BPRG BACH vgs S59 S25e8 
J * % 
Sah rp KES é rs 3 8 aie f Te = oy Fs ke ag ots Sa AK 3 5 ; 
_ 9 oh Ree TRI OVAL Beggs ae Say SSse SP Bf: + 
os ¢ 
: : £ tenon? ves on 
Fig eves LING OF y ad edt Oe 3 Lay if F st Re eT ee oy 
} 


SS La 
. 
= 
> 
Ce, 
ie 
a 
rhe 
omy, 
en 
a 
¥y 
& 
- 
cs 
a 
“ 
. 
| 
» 
> 
an 
i) 
"s 
Dns 
suey, 
~ 
. 
~e 
sa 
ne 
« 
” 
Cw 
, 
oo 
ad 
sa 
fat 
Ce, 
hed 
. 


a pSA39 aK wi -ogods £icl MOg Sasa Qfet sas 
sai BARSOOM 
JI .2330 aE & +33 is) IO ow m Gf Peg i? 
a ’ 
” m “ o 4 oe fa x os Y 
S43 +288 AO Shaeqen fie Jere) og 20S 42 f re 


* 


F ’ o f 
eas 4350 yrs suol yet Sones POY .aGeRevbe Aeqqine | 
i =< a. ze = a 7 


; , 7 7 7 


= 


pm (eta malil BO ee oF i ae ee ) a 


- 15925 - Mr. Jefferson, cr-ex 


rigid rule on a question of that kind, 
Q. It is just left to you and the shipper at the 


A. Yes ,es8ir. 

Q. If a new plant were Opened at a point in Alberta 
would its rates be determined for it by the rates paid by 
the existing producers? I am speaking now of pulpwood, 

THE CHAIRMAN: Of what? 

MR. FRAWLEY: Pulpwood. 

THE WITNESS: Would you ask that again? 

MR. FRAWLEY: Q. Yes. The only pulp and 
paper manufacturers in western Canada are on the Pacific 
coast, and at Pine Falls in Manitoba and at Kenora in 
Ontario? 

A. And Dryden. 

Q. Dryden in Ontario, yes. 

A. Fort William, Port Arthur. 

Q. If a new plant were opened at a point in Alberta 
would its rates be determined for it by the rates paid 
by the existing producers? 

Ag If a pulp and paper industry were built in the 
Edmonton area and producing wood pulp and newSprint paper, 
and marketing it in the same areas, whether in Canada or 
the United States, as the other mills in Manitoba and 
western Ontario, we would not give them any better basis, 
any different basis of rates than we gave the Ontario and 
Manitoba producers of pulp and paper. 

Q. Would differences in pulpwood or newsprint rates 
among the producers be a possibility if there was no 
competition in the same market? If newsprint manufactur- 
ers in northwestern Ontario were not coming into 
Saskatchewan and the Edmonton man was going into 


Saskatchewan would that warrant any difference in rates? 
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A. Mr. Frawley, when you discuss pulr and paper mills, 
the market for the product in the prairie provinces is not 
important. 

THE CHAIRMAN: Q. Is not what? 

A. The market for the product is not important. 

The market for the product is in the United States. 

MR. FRAWLEY: Q. Tell me, Mr. Jefferson, have 
you any examples of such rates within westerm Canada, that 
is, rates given to particular Shipping points to the 
exclusion of other similar Shipping points for the express 
purpose of assisting industry at the former point? 

A. No. If you have any examples I would be glad 
to discuss them with you, but I have not any. 

Q. No, I have not any, but I was wondering whether 
you had any examples of rates given to particular shipping 
points for the express purpose of assisting an industry at 


that point to the exclusion of other similar shipping 


points? 
A, No doubt we have rates in effect to assist 
industry, but I cannot pick any out at the moment. You 


would have to be very careful in making a rate to assist 
an industry if another industry was producing the same 


product. 


Q. That really means then that rate making co meet 
the special needs of the shippers would have to have in 
mind all shippers of a particular commodity as a whole? 
Is that not so? 


A. Would you ask that again? 


Q. I say rate making, to meet the special needs of 
the shippers, would have to refer to all shippers of a 


particular commodity as a whole? 


A. Tes er. I say that we would treat all shippers 


alike unless there were some special competitive reasons 
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requiring different treatment of one than the other, 

COMMISSIONER INNIS: Q. Mr. Jefferson, would 
you be involved in any way with the position taken, for 
example, by your competitor, the Canadian National, or 
are you speaking now as a sort of principal of the 
Canadian Freight Association? 

A. Principal of the Canadian Freight Association or 
of the railways as a whole -- I do not know -- 

Q. You are not speaking of the C.P.R.? 

A. Oh, no. I mean I do not recall any cases where 
the Canadian Pacific or Canadian National would have 
opposite views in principles of rate making, 

Q. But one railway might be interested in developing 
a particular industry? 

Ae Yessy sip 

Q. And the other railway might be interested in 
developing the same industry. Are they compelled to 
charge similar rates or can they use different development- 
al rates? 

A. Each railway could use its own judgment, but if 
I was making a rate on a commodity from some existing 
point of production or some new point of production on 
the Canadian Pacific, at a local point on the Canadian 
Pacific, and the product was to go to a common market such 
as Winnipeg, and there was a similar industry iat a local 
point on the Canadian National Railways, the Canadian 
Pacific would in making rates for the industry on its 
line recognize or give some recognition to the rates 
that were in effect from tke local point on the Canadian 
National to Winnipeg. 

Q. But it would not necessarily be the same? 


A. No, sir, but if the industry on the Canadian 
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National could pay their basis of rates there would be no 
reason why the industry on the Canadian Pacific could not 
pay the same basis of rates to a common market. 

Q. IT understand that. I was wondering how much 
freedom each railway had in -- 

Bue Fach railway has freedom to do as it likes. 

THE CHAIRMAN: Q. Are you considering the 
question of distance from that common market? 

A. hye Fess oyes, sir. 

MR. FRAWLEY: Q. Now, Mr. Jefferson, I want to 
discuss something else with you. Let us suppose there 
is a complaint to the Board by someone that one of your 
rates is not just and reasonable. Let us suppose there 
is no question of discrimination involved. What onus, 
if any, do you feel there is on you to show that your 
rate is just and reasonable? 

MR. EVANS: That is a legal question. 

THE WITNESS: I think the onus is first on the 
Shipper to show that it is unreasonable and then we meet 
that. 

MR. FRAWLEY: Q. So that there is not any onus 
on you in the first instance to show that your rate is 
just and reasonable? 

A. Not on his complaint, no, sir. 
He must show that it is unjust and unreasonable? 


YOou. Sir, 


a aD 


. Now, I want to look at Part I -- 


THE CHAIRMAN: Q. In such a case what is the 


answer to the charge of a rate being unjust and unreasonable? 


How do you solve the problem? You say he must show that 
it is unjust and unreasonable? How does he proceed? 


I should like to know something about thit. 
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A. How does. the applicant -- 

Q. You are leaving aside the question of discrimin- 
ation according to Mr. Frawley's hypothesis, and you have 
a Shipper come in and say, "Here is the rate they charged 
me, and I claim it is unjust and unreasonable," What do 
you measure it by? Can yeu, tell me that, Mp. Evans? 

MR. EVANS: I get it out of a number of cases. 
You remember you asked me about this last week, I have 
secured a large number of cases, I have not finished 
my review of them. I can give you in a nutshell what 
I think are the principles, if you would like them, 

THE CHAIRMAN: Yes. 

MR. EVANS: The first thing is you louk at other 
rates as a basis of comparison. The next thing 2s that 
they must be such as provide a reasonable return to the 
railway, in other words, they must be compensatory. z 
think those are the principal ones, An example of that 
first one is in the Dawson,White Pass and Yukon case 
that I referred to the other day. One of the bases of 
comparison was what were the rates charged by the Canadian 
Pacific in mountain territory in British Columbia? 

They used that; they also used their ton mile earnings 
from rates although they said that is not controlling. 

I think you will find that the comparison with other rates, 
the ton mile earnings, and whether the rates are compen- 
Satory both from the standpoint of out-ef-pocket costs 

and dealing with the generality of rates whether they 

make a sufficient return -- that those are the principal 
matters that enter into reasonableness, As I told you 
the other day there is no sharp definition. You have 

to piece this out of a lot of: cases. 


THE CHAIRMAN: Then we will hear more about that 


later. 
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MR.EVANS: Yes, sir. 

MR. FRAWLEY: Q. Mr. Jefferson, I should 
like you to look at page 57 of Part I and I should like 
you to go down to the last sentence before 39(a), 
which reads: 

"In order for rates to be Just and reasonable 
to the shipper the Railway Act provides the 
following protection: - 

(a) It provides that rates shall not exceed 

the so-called maximum or standard tariffs which 

all railways are required to file and have approved 
by the Board of Transport Commissioners. These 
rates may not be increased without approval of 


the Board," 


(Page 15930 follows) 
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"The railways, however, are free so long 
as they do not exceed these maxima to make rates 
lower than the maxima, designed to develop 
industry, to move the maximum amount of traffic 
and to meet competition". 

Now then, Mr. Jefferson, leaving aside again 
matters of unjust discrimination or undue preference, 
does that sentence mean that there is ne- onus on 
the railways as to reasonableness apart only from 
that of not exceeding the standard class rate? 

MR. EVANS: That is a legal question as 
to where the onus lies in that case. TI do not think 
Mr. Jefferson should be asked that question. 

MR. FRAWLEY: Well, of course, with 
respect, I think I am entitled to pursue the matter. 
Here is a man who makes rates. 

THE CHAIRMAN: Well, ask him again. 

MR. FRAWLEY: Having read that evidence, 
Mr. Jefferson, and you are the person who takes 
responsibiltty for that paragraph as well as 
everything in this Brief, I take it. ON Pateg.—o- 

Aa seb Will take part of it. 

Q. Will you not take responsibility for every- 
thing you have presented here as a witness? 

Ae eee. 

Q. That part I read to you then; 

"The railways, however, are free so long 
as they do not exceed these maxima to make 
rates lower than the maxima, designed to 
develop industry, to move the maximum amount 


of traffic and to meet competition." 
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Now, I simply put it to you, do you mean by that 
that there is no onus on you as to reasonableness 
apart only from the fact that you must not exceed 
the standard class rates? 

A. In answering that in my own language, I 
would say, that anyone who complains to the Board 
that the rate is unreasonable must make out their 
case. Then we would have to answer ch ac 

@. And how would you answer it? 

A. We would answer the complaint. 

Q. Would you answer it by simply saying 
that they were less than the Standard class rates? 

A. Not necessarily, no. 

Q. You think you would have to Say something 
more than that? 

A. It would depend entirely on the nature of 
the complaint. 

Q. Now, let us take an example. Will you 
look at Volume 58, please? 

THE CHAIRMAN: Volume what? 

MR. FRAWLEY: Volume 58 of the Transcript, 
page 11168. 

MR. SINCLAIR: This is part of your Brief, 
2o,a 0. not ,.Mr% Frawley? 

MR. FRAWLEY: That is right; it is the 
table on page 11168 that I want to direct your 
attention to. 

A. Which Brief? 

Q. It is the "Rate" Brief. 

A. "Rate Making Principles and the Rate Making 
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We Cea ais right, that is the Briéet, Now, at 
11168 there are some commodity mileage rate tables, 
and will you look at the one for asphalt and agsohalt 
products? 

MR. SINCLAIR: What page is that in your 
Brief, Mr. Frawley? 

MR. FRAWLEY: 59. 

THE CHAIRMAN: You are still dealing 
with paragraph (a) on page 57? 

MR. FRAWLEY: Yes; sir, just and reasonable. 
Now, looking at this table on asphalt and asphalt 
products Ontario - Quebec vs Prairie, you see that 
for 75 miles the rate in Ontario - Quebec is 18¢ 
and the rate in Prairie Territory is 18¢? 

THE CHAIRMAN: The same rate? 

MR. FRAWLEY: The same rate. For 100 
miles the rate in Ontario - Quebec is 21¢ and in 
the Prairie is 19¢? 

THE WITNESS: Yes, sir. 

Q 


Ce: 


In other words, the rate is e¢ less in 
the Prairies at 100 miles? 

OS fo oa 

Q. And for 500 miles the rate in Ontario - 
Quebec is 28¢ and the rate in the Prairie Lec Lory 
is 41¢; in other words, the Ontario - Quebec rate 
is 13¢ less? 

A. That is providing the rates shown here are 
correct. I have not checked them. 

Q. Well, assuming that = they were taken from 
the tariff; let us assume they were correctly taken. 


So the situation is this, that on moving this asphalt 


5 


yt > foe T ay19b he), Sa 


He - 
js be watts 


tt 


ae ts io . 


a) 


- 15933 - Mr. Jefferson cr.ex 


and asphalt products - these rates were prior to 
the 8% increase, but there would not be any different 
relationship after the 8% increase? 

Ae weal 18 right, 

Q. Then, Summarizing in a moment, at 75 miles 
you have the same flat mileage scale to move asphalt 
and asphalt products in Ontario and Quebec as in 
the west and at 100 miles you are 2¢ more in Ontario 
and Quebec and at 500 miles you are 13¢ under? 

A. On 500 miles, pens Ae ol ae 

Q. Now, you Say, that there is no onus on 
the railways to justify the reasonablesness of these 
rates? 

A. Of these rates? 


Q. Yes, those rates I have just quoted to 


A. Not unless there is a complaint. 

Q. And if there is a complaint, you still 
have no onus to discharge until, you say, the 
complainant has finished telling his story? 

i pinat 18. Pricht., 

Q. You say it is not sufficient if the com- 
plainant should go in and put the mileage scales 
on the table in front of the Board and ask the 
Board to draw a conclusion as to reasonableness 
Or otherwise just from looking at the mileage scales? 

As No, Lidonth think there 1s any competition 
in the marketing of asphalt in Western Canada as 
compared with Eastern Canada. 

Q. We will just take that step by step, Mr. 


Jefferson. You say at the moment there is no onus 
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on the railway to justify those differences? 
Be AEN Oy Pi 
2. Now, you have the Act in front of you - 314. 
Have you a copy of the Act? The first Sub-section:- 
"All tolls shall always under Substantially 
Similar circumstances and conditions, in respect 
of all traffic of the Same description, and 
carried in or upon the like kind of cars or 
conveyances, passing over the same line or route, 
be charged equally to all persons and at the 
Same rate, whether by weight, mileage or other- 
wise." 

THE CHAIRMAN: Now, don't you get back 
there to the point I raised at first of what is meant 
by "passing over the same line ng 

MR. FRAWLEY: I intend to pursue, I intend 
to break up the section into all its various components 
and to ask Mr. Jefferson some questions. 

THE CHAIRMAN: TI would be very glad because 
I still do not know what is meant by "passing over 
the same line". Does that mean whole lines from 
Halifax to Vancouver Or does it mean different geo- 
graphical sections? 

MR. FRAWLEY: Well, I really think we have 
the very best man to tell us right here. 

THE CHAIRMAN: How he applies it? 

MR. FRAWLEY: That is right. 

MR. EVANS: I was just going to point out 
to you that Mr. Jefferson would take advice from his 
Law Department on this question. 


THE CHAIRMAN: Well, of course, he will tell 
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us that then, when the time comes if that is the case. 
Go on, Mr. Frawley. 

MR. FRAWLEY: Now then, do you not agree with 
me, that you must show that you charge tolls equally 
either by pointing out that they are equal, and of 
course you cannot do that in this instance with 
these asphalt rates (we will agree with that to start 
with) you cannot tell us they were equal? 

A. The scales are not equal. 
Qs. The dollars and cents are not equal for 
those distances I have given? 
A, Thaveissri she | 
Q. Now, not having been able to point that 
out, wouldn't you have to establish and point out 
that the circumstances and conditions were dissimilar? 

THE CHAIRMAN: I thought you were going 
to follow the wording of the statute Step by step? 
in ‘order ‘tovget the premise, you see, you must do 
that. The section expressly says: 

",..in respect of all traffic of the same 
description, and carried in or upon the like 
kind of cars or conveyances, passing over the 
Same line or route..." 

It is then that all tolls must be the same. 

MR. FRAWLEY: That is Fright, so that tf 
the circumstances and conditions were not substantially 
Similar - - 

THE CHAIRMAN: Not only that, but if these 
different rates are not on the same line or route, 
then you are off right away. 

MR. FRAWLEY: That is true, but I feel 


they are sort of disjunctive there. 
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THE CHAIRMAN; Well, go ahead then. 

THE WITNESS: They are not on the same 
line or route if they are in two sections of the 
country. 

MR. FRAWLEY: We will see if we get down 
to that. Now, how about the "substantially similar 
circumstances and conditions"? Would you agree 
that they were substantially similar? 

A. Would agree they were? 
Q. Yes. 
A. No, I would not agree. 

THE CHAIRMAN: Must not these "circum- 
Stances and conditions" be similar only on the 
Same line or route? How can you get away from 
that? 

MR. FRAWLEY; "Under substantially 
Similar circumstances and conditions in respect 
of all traffic of the same description, and 
carried in or upon the like kind of cars passing 
over the same line or route....” 

THE CHAIRMAN: Now, there is the point. 

MR. FRAWLEY: Yes, they must all be 
unere. hat is right) Sir. I quite meres. Aan 
of the conditions must be present to impose any 
obligation for equality. 

THE CHAIRMAN; You must, in the first 
place, have a particular line or route. Now, 

I say I do not know whether that means the 
Canadian Pacific Railway between Halifax and 
Vancouver, or whether it means a great number of 
Smaller sections which constitute a line or route. 


Having your "line or route" seems to be the basis. 
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Then you can see whether you have the "game description 
of traffic" and "carried in the same kind of cars" 
and whether the conditions are Similar. 


We had better have a short adjournment. 
ia ReC LoS 


...UPON RESUMING 

MR. FRAWLEY: Mr. Jefferson, as I said 
just before we recessed, let us go at once then 
to the end of the section:- 

ta Oa2S6ine> ower the same line or route" 
apparently controls whether you must charge 
equally. toma ww persons and whether at the sama 
rate. Now, what do you Say aS to whether or not 
the asphalt which you move from, say - What are 
your asphalt movement places in the west - Calgary 
and Regina? 

A. Well, asphalt is usually produced where 
there are oil refineries. 

Q. And the principal oil refineries in 
Western Canada are at Calgary, Moose Jaw and Regina 
On YOULL, Main. hiner 

fe, Thats ishright. 

Q. And in Ontario there is a good deal of 
asphalt turned out at the refinery at Sarnia? 

A. YesS sta, 

Q. That is not on your line though? 


At, NGeunigtace 


Q. And a lot at Montreal? 
hie Yes. 
Q. Now, what do you say, With those facts as a 
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background, as to whether or not these movements are, 
these two respective movements that I have called 
your attention to, and whether the rates are dissimilar 
or different as I have indicated, whether they "pass 
Over the same line or route"? 

A. Well, I understand that Mr. Evans is going 
to give some interpretation of what "the same line 
Or route" means. I do not know that I want to 
get into that argument until Mr. Evans makes his 
argument. 

Q@. You have not any views on the subject 
at all? 

A. My views may be all wrong. 

Q. They could be, but what are they? That 
is the thing I would like to know, Mr. Jefferson. 
Do you say that these do pass over the same line 
Or rouEe, hat is. theutwo commodities, the asphalt 
moving in Western Canada, and the asphalt moving 
in Ontario and Quebec? Do they, or do they not, 
pass over the same line or route? 

A. I would say they do not. 

Q. You would say they do not? 

A. Yeast 

Q. Then this section 314 = 

THE CHAIRMAN: 314. 1. 
MR. FRAWLEY: 314.1 does not require any 

equalization as between Western and Eastern Canada? 

A. Does not require? 

Q. Does not require that the rates be equal - 
Prairie and Ontario - Quebec. 
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- 15939 - Mr. Jefferson cr.ex 


Q. Well, would not that follow, Mr. Jefferson? 
If you say that asphalt, moving from the same Origin 
1s passing over the same line or route, then it 
follows from your interpretation, tha t to pass 
Over the same line or route they would have to move 
from the same origin or the same destination? 

Peon hate: tks right, or between those two. 

Q. That being SO, then only when those con- 
ditions apply, must there be the equality of which 
Section 314.1 speaks? 

A. You see, equalization of rates might be 
desirable, Mr. Frawley, but I do not know bnee Lt 
would ever become a complete reality. I do not 
know that it can. 

Oe. Sie Whee At certainly cannot under this present 
Section 314.1. You woulda agree with that? 

A. There is nothing in that Section to prevent 
Ate. 

Q. Nothing to prevent it? 

Aver 1 GN Oss 

Q. Well, this Section does not require you to 
equalize, to have those asphalt rates the same? 

A. That may be, but there is nothing to 
prevent t6+ 

Q@. Well, there is certainly nothing in this 
Section to require it? 

A. That may be. 

Q. Suppose that I felt that it was not right 
to charge me 41¢ for 500 miles on asphalt products 
and charge 28¢ on the same day and month in Ontario 


and Suebec, and I said that is inequality that offends 
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- 15939-A - Mr. Jefferson cr.ex 


Section 314.1. Well, in your interpretation, Mr. 
Jefferson, it would not take long to dismiss that 
complaint, would it? 

A. I would not think that people in Western 
Canada would want it a complete requirement, because 
if it was, they might find themselves worse of than 
they are today with respect to the movement of many 
commodities. 

Q@. Well, just taking one thing at a time, 
because it is impossible to discuss all commodities 
at once, just discussing this Section, and just 
assuming that I would want. to §0 to the Board and 
complain that I was being charged 41¢ and in Ontario 
and Quebec for the same distance they were charged 
28¢ for the same, or not quite as good asphalt, 
now, what would you Say? It would not take very 
long, would it, to dispose of that complaint against 
you because you say:- "Well, you are not shipping 
from the same origin to the same destination", and 
that would be the end of Ge 

A. Well, if you wanted that rule in legis- 
lation on asphalt and it was a rule on everything, 
I say it would be detrimental to you, 

Q. But we are getting away from that. Never 
mind whether it is detrimental Oram oL ail au ues 
putting to you the case as to whether or not I 
could possibly require you, through the Board, to 
equalize those rates, 28¢ and 41¢, by mteans of this 
Section, and you say, no? 

A. You would have to make out a case’ Of some 


kind and I don't know what your case would be. 


(Page 15940 follows) 
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-15940- Mr. Jefferson, cr-ex. 


Q. That is right; ona I could not make out s case 
under section 314(1), because you say ent means the 
asphalt must be moving from the same origin to the same 
destination? 

-» I do not know what section you would make it 
under, but there sre many decisions of the Board in respect 
of rates east and west. 

Q. I know; I have heard ebout those decisions; DUT , 
Mr. Jefferson, just attending to my question, because I 
know that you went to snswer my question and let me get on 
with something else--- 

A. I am not trying to evade you. 

Q. No, I am sure you are not, Mr. Jefferson; you are 
enxious to call my attention to the fact that I am lucky 
Tiel ae not ev equalization; that is what you say? 

A. On some commodities, that is so. 

Q. Well, as I say, we will live end learn about it; 
but at the moment I could not go to the regulatory body 
end require you to equalize rates on asphalt Ontario-Quebec 
versus prairie? 

A. Not by a mere rate comparison. 

Q. Not by oe mere rate comparison; and because you 
Say they do not pass over the same line or route? 

Ra OLE “srry 

@. Now I pass on to something else, Mr. Jefferson. 
Will you look at volume 67, and turn to page 13869, where 
you will find that you sare reading from Part I of your 
brief; you sre reading from page 45 of Part I, as a matter 
of fact, but just looking at this page in the transcript--- 

A. What subject? 

Q. Well, it is eae comparison of freight rates between 
Consda amd the United States, one might say, generally 
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RND -~15941- Mr. Jefferson, cr-ex, 


A. Oh, yes, sir, 
Q. Now, I am going to read you whet you say on page 
13869; I will read the whole paragraph: 

"Certainly, the economic history of Canada 
provides no support for any theory that either the 
general level of freight rates, or the method by 
which they have been established and regulated in the 
pest, have been responsible for inhibiting the normal 
development of the nation," 

Now, that is by way of preliminary. 
THE CHAIRMAN: What is that you are reading from? 
MR FRAWLEY: I am reading from Part I of the 
Canadian Pacific brief, at page 45, end it is about the 
middle of the page, the full paragraph. I have not read 
the last sentence, end it is the last sentence that I 
really want to ask about: 
"In this connection, Canedien Pacific draws particular 
attention to the comparison of freight rates in 
Canada with those in the United States." 
Now, before I ask you, I want you to go to 13861, 
_ which is just a few pages back; it is on the same point, 
and I want to put them both together. At the very bottom 
of page 13861 you say: 
"Well, it always seemed to me that railway 
operating conditions preveiling in the Northern part 
of the United States immediately south of the inter- 
national border sre fairly comparable with such con- 
ditions in Canada." 
Now, what do you mean by the expression "operating condi- 
tions" as you use it at the bottom of page 13861? 

A. Well, I do not know of any -- we are talking of 
Western Canada now? 


Q. ywes. 
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RND --15942- Mr. Jefferson, cr-ex. 


A. I do not know of any better compsrison of rates 
from a geographical point of view than to compare the 
rates in Western Canada with the rates in Northwestern 
United States, not only from 3 geographic point of view 
but from en operating point of view or climatic point 
of view or what not. The things sre very similar. 

Q. Now, Mr. Jefferson, we ere telking now of 
Western Canada, you said? 

Ay. ves, sir. 

oa mend) Ie said Yea. Perhaps thet is what you meant, 
but as 2a matter of fact you simply said Canada; sat the 
bottom of page 13861 you spoke about the northern part of 
the United States immediately south of the international 
border being foirly compsreble with such conditions in 
Canada? 

Pamelnat is rient, 

Q. And then at the top of the next page you say: 

" And with this thought in mind, it would not be 
unfair to make a comparison of rates charged by reil- 
ways in the Northern part of the United States with 
the rates in Canada," 

Again you say "in Canada", not Western Conada? 

Ae) 2 Know, but IL just wanted =<=04n answering your 
Question I just wented to get sn understanding whether we 
weretalking 311 the way across Canada or just Western Canada. 

Q. I perheps should ask you whether you were talking 
all the way across Canada? 

A. Iwas, yes, sir. 

Q. You were? 

Ay v Yee. LP. 

Q. And you have just said now thet you say there is a 
Similerity of conditions throughout? 


Ay Yeu, sir. 


a < gflogs a ARS URN ERHARD “Ms 7 
he Ny aie BREA a ieee ; i 
al a SE AR ORE 

pen Ro WER CARO & more WIERD Bt 


aU HHO Wewey 10 lion wierebtalaaiy a 


~ ~ 
H - = { 4g 


ra moll 
“ 


Lett tay 


, isu oY ee eee 
i‘ ty erihees: ; 
: 


gy) equieet “Rex Otee Fein 


ay ae 5g 7 


“29 aa Hf hort Peay 


Ret : Go sbuend wtede thew? snake? 
my Rly ere kale Sep TP aoa Wey PST, , PAPAS 
a? 


tn 


ie , 
ares. Sass te | 
Pe, Pee cee eae 


; Po 3 © ele 
aves Ae wt Siu 
’ ® , ee | aoa A flo? hy { 
T Yam as Foal P| ye Gig i Mrs } Be) g 2 eke ta Be 
, ? re af 


Fe eee CY RA mee BPs 


ae eed , bo. ge v es ps) x, 
he BPS ORE ES Rie Miele Say 
: a Lr, age 
; { Le PS i eee ey fy c Se 
. A Sy oh oer bs 7 Fr ‘ 
Pat g Sey SSeS 4 ee ry ; 


FETE BEE Te NSS ai == Beddow gas, 2 Fed .worsl F 

Wy MeRFOAW BAPE l 8 Taae MS Fe 2 heamew oe, a 
E08 me, aN. he xe "6 & pie ~ , ear: os ¥. orem F rks, l {e« 

AINEOS BAe Gy tengapy wey gee otvede aqedisq J 


jOansy #20%9S 


& e ay % Saw a 


-* yoy’ 


or a ie T24 


ARTS Rae tony axle’ cement 
ep ee ua! She SW loa O RTD .. at a ye f 
+ POY ADS ad scadiade - 


HOR "So stantst gat e 
ang Oy, POReL entig to meson 
| elt tt 
atti baop aise gabe 2 ig spegaps Vltiet waked! nabtod 


Tebare? 


ak 


Q 


ae 


ste 


ak 


fotsaaup 


grinieiorsw 


sB 


yew eid aie 


fo) 


jard Wan pia deni, ever woe baa +8. 


ok 


uate dase 


RND -15943- Mr. Jefferson, cr-ex, 


Q. Now, Mr, Jefferson, you are aware thet your reilway 
end the Canadien National Reilways have made 3 statement to 
8 Board of Conciliation snd Investigation which has been 
considering a request by certain groups of railway employees 
for 8 wage increase of ¢ cents per hour and the establishment 
of 9 forty-hour week? 

A, Yes, sir, 

Q. And you sre aware that the railways have made 
representations to that Board of Conciliation and Investi- 
gation? 

He Les, Sir, 

Q. I would like to read to you just two or three 
pessages from thet statement. On page ll, under the 
general heading of "Disparity with the United States 
rates" --. 

| MR EVANS: This is 9 statement of the Railway 
Association? 
MR FRAWLEY: It is called "Statement of the Rail- 
ways". Whether or not it hes been perticularized -- no, 
it says "the Railweys" -- the railways represented in 
these proceedings. 

Gin BO d teke 1c that certainly at least your railway 

is one of them? 


A. Yes sir. 


Q. In fact, your railway and the Canadian National 
Reilways are the two principal railways that are making 
this statement, I take it? 

A. The two principal railways in Canada. 

Q. That is right. I will read to you what they say 
at the top of page 11, and they are quoting from a statement 
made by a Board of Conciliation and Investigation under the 
cheirmanship o:f Mr. Justice J. C. A. Cameron in Merch of 


1948 -- you know about that board too? 
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RND 


-15944- Mr. Jefferson, cr-ex, 


A. I know they had a concilistion board st that 


time, yes, sir. 


Q. The statement which I am just reading to you is 


quoted with approval now by the railways: 


with 


"The economic, Seographical and political considers- 
tions which determine the standard of living in Censde 
are not at all similor to or comparable with those in 
the United States," 

Then I read for you another statement which is quoted 


approval from the report of the Board of Conciliation 


end Investigation under the chairmanship of Mr. Justice 


A. K. McLean, which had to do with an application made in 


1935 


3 perhaps you remember thet? 

A. When? 

Q@. 1935, under Mr, Justice McLean? 

A. f do not recall it, 

Q. In this report the Board, the McLean Board, Said: 
"Separate national control and regulation of earnings 
must make the railways of the two countries into 
Separate national systems. Nationel policies such as 
those in respect to development of resources, domestic 
and foreign trade, and price levels, create differences 
in operating conditions for these railway systems which 
are beyond their control. So do geography, climate, 
and the distribution of population, While there sre 
many advanteges in there being like standards and prac- 
tices in the two systems, it seems reasonable to us that 
in any particular case Slmilarity in governing factors 
Should be established as 2 fact before the example in 
one country can be urged as a fixed rule in the other," 


MR SINCLAIR: Speaking of a11 railways 311 over 


the United Sta‘tes, is it not? 


MR FRAWLEY: Speaking as Mr. Justice McLean was 
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Speaking in 1935, 

Q. Now, I want to read you one more section from 
page 17, peragreph 34, of this Statement, and this is not 
@ quotation from snother source, it is the railways! own 
statement: 

" Railways! Exhibit No. 5 atiows how this higher 
density of populstion served is reflected in the 
density of traffic in the two countries. Revenue 
freight ton miles per mile of road in the United 
States 3s a whole in 1948 was double thet in Canade, 
Passenger miles per mile of road were more thon double 
those in Canada. Total Operating revenues per mile 
of road in the United States in 1948 were 109% greater 
then in Canada." 

I will read you now 3 Short passage from Pease 13, 
peragraph 25, of this statement: 

"The clearest indication that there is 5 differ- 
ence between the economies of Canada and the United 
Stetes and that they are being Subjected to different 
forces lies in the fact that Foreign Exchange Control 
is still believed by the Government to be necessary to 
maintain a fixed relation in exchange value between the 
Canadian dollar and the United States dollsr, Were 
there no major differences between the two economies 
end were they not differently effected by happenings in 
the outside world, one could expect their currencies to 
find 9 stable and reasonable relationship without 
artificial restriction," 

On page “14, paragraph 27: 

"Naturally a country so ‘dependent on world trede 
88. Canada is far more vulnerable to fluctuations in 
wOr.ld prices than one such as the United States which 


1s so largely self-sufficient." 
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And at the bottom of page 14, peregraph 28: 

"With its economy so dependent on external trade 
the national income of Csanade is affected to e@ much 
larger degree by external forces then that of the 
United States," 

And at the bottom of page 15, paragraph 30; 
"As it would be only natural to expect, the 
general economic differences between Canada and the 
United States have led to substentisl differences in 
the specific economic situation of the railways in the 
two countries. These differences sre enhenced by the 
vast area ard low density of populetion of Caneds." 
Now, Mr. Jefferson, I Simply put to you thet the 
railways that were making those statements to the current 
Board of Conciliation and Investigation thought thst there 
was @ great difference in many respects between Conada and 
the United States; you would not disagree with those state- 
ments, I take it, would you? 

A, In our submissions here to the Royal Commission 
we are dealing with freight rates. I do not know of any 
better comparison for freight rates than to compere the 
freight rates in Canada with the northern part of the 
United States. If we had made the compsrison with freight 
rates in the central part of the United States or in the 
Southern part of the United States, you would have been the 
first to object. We made our comparisons in the best way 
we thought they should be mede. 

Q. You say you made them in the best way you thought 
they should be made? 

A. Lesh eet. 

Q. I am suggesting tio you thet your own compeny thinks 
that there are very great differences in population 


density, location of markeets, wage levels, other price 
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levels of other commodities AnD Supplies, foreign exchange 
rates, and so on, between Canada and the United States? 
MR EVANS: As a whole, 
THE CHAIRMAN: Then you mean, Mr. Frawley, to 
Suggest that those different conditions in the United 
States justify ond explain the higher freight rates there? 
MR FRAWLEY: Well, they do; they do snGeed , Six, 
in many instonces, yes, 
THE CHAIRMAN: TI take it thet is whot you sre 
Suggesting, 
MR FRAWLEY: That is right, sir; that wa pinvag ss g Grae 
Q. Now, the fact igs that in the United States class 
rates have been increased on the average between 60 and 70 
per cent since 1942; isn't thot right? 
A. In what part? 
- In the United States generally? 
A$ a whole? 
« Yes, 
That may be, 
Q. While the Canadian rates have been increased by 
el, and then leter by 8 per cent? 
THE CHAIRMAN: Whset is the United States figure, 


MR FRAWLEY: Well, I am going to take s more exact 


THE CHAIRMAN: What was the figure you put just now? 
Me deRAWLEY: 60 to 70, I put, 
Qc Asal matterlor fact, your own company uses the 
figure 57 per. cent /cddesmt tudEes 
A. In the United States? 


Q. “Yes, 
A. That 57 per cent that you speakvVort 4s°on val] 


traffic in the Utnited States. 
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Q@. Yes, over ell, over-s11 increase? 

fA. Whether class rate traffic or commodity traffic -- 
all Treigae trative’, 

Q. I show you a greph taken from the Montreal Gazette 
on the 18th of February, 

A. IT -saw it. 

Q. Thet, es a matter of fact, is a chert which 
accompanied the statement to the Conciliation Board by the 
railways from which I have read extracts -- I think it Was; 
I am not certain, Mr. Jefferson; could you tell me? 

A. Neither em I, but from what the story is underneath 
it, it would indicate that that was so; but I do not know 
it of my own knowledge. 

Q. And this indicates that freight rates, the over-all 
increase in freight rates since 1939 has been 21.8 per cent 
in Canada end 57 per cent in the United States? 

As That is yield. 

Oe That Lea yield? 

Pee YGey udtin,. that is vleld. 

Q@. Now, the fact that rates rose 57 per cent in the 
United States since 1939, and only 21.8 per cent in Canada, 
meens that prior to that time, prior to 1939, 2a very dif- 
ferent compari.son obtained for 2 long time; that must 
follow? 

A. It may be; it may or may not be so, depending 


on the commodity you are discussing and the rates in effect 


“at that time, 


Q. Well, I think it is quickly illustrated if you will 
80 to page 53 of your appendix. Now, if you will look at 
the top two ra'.tes, those sre all I am going to ask you about 
~- the rate from Toronto to Regina, the rate to be found in 
Teriff 4B class rate, end the rate from Buffalo, New York, 


to Gillette, 1Wyoming, which is used by you because it shows 
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Similer mileage? 
OWLLES pc cA bP. 
Q@. And the tariff reference to thet is CFA-491-D, 
Now if you will look st the rates for classes 1 ae 
end 5, and if you will bring the United States rates back 
to what they were in 1939, assuming thet the rate was 57 
per cent -- and probably it Should be more in the class 


rate, should it not? 


(Page 15954 follows) 
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A. No, you could not bring it back that way. 

Q. Why couldn't you bring it back that way? 

A, Because the increases in Class rates in north- 
western United States may not have been increased ST eS 
per cent. I do not know. 

Q. Can you say they were increased by any less per 
Cent, the class rates in northwestern United States? 

A. No. They may have been increased more, But 
there is one thing you must bear in mind: that the 
increases of the Interstate Commerce Commission, in their 
decisions, from 1939 up to the present date, authorized 
different increases in different territories, and different 
increases inter-territorially. 

We all know that the class rates in the eastern 
territory were increased by a far greater percentage than 
in western territory. 

In eastern territory they had an increase. I think it 
Waorinslo+7v eT think the final effective date was in 
Docket 28300, They had separate increases in their class 
rates and, at the same time, in western territory they had 
& reduction in class rates. 

Q. Now, I put it to you: the result of assuming a 
D7 per cent increase in these United States rates from 
Buffalo, New York to Gillette, Wyoming, and a 21 per cent 
increase in the rates from Toronto, Ontario to Regina, Sask~ 
atchewan. 

Assume that, and if they are correct, when one 


looks at the increase which was actually made in the various 


Class rates between Buffalo and Gillette, the comparison would 


be effective. 


But assuming it could conceivably have been less, 


would it have been much less? 
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A. I do not kmow. I do not like to make too many 
assumptions without Checking the facts. 

If you want to know what the rates were from 
Toronto to Regina ag compared to the rates between Buffalo 
and Gillette in 1939, they could be ascertained, 

Q. You say they could be ascertained. Very well, 
I shall now risk putting to you a computation which has 
been made for me, and which will have to stand corrected 
after it has been checked. 

We have used the 57 per cent increase to bring 
back the rates in 1939. And when you compare Toronto to 
Regina, classes 1,2,3,4, ana 5, With Buffalo, New York to 
Gillette, Wyoming, classes 1,2,3;4, and 5, vou wait PAY 
On the assumptions and calculations I have made, that the 
Canadian rates were higher at that time, as to class L, 
by 27 cents; as to class 2, by 13 cents; as to class ae 
by 10 cents; and as to class 4, by 2 cents, and as to class 
5» by 31 cents. 

Now, I put it to you that when you are talking of 
what the economic history of the country indicates that 
it would have been a little fairer, as you did on Page 138 ~~ 

ft should not perhaps use the word "fairer" with you, 
Mr. Jefferson, because you always try to be fair -- but it 
would have been a little more in accord with the facts to 
use that comparison, as I have indicated it to you, speaking 
prior to 1939, rather than the comparison which dates from 
One or two years back. 


THE CHAIRMAN: What about the possibility of getting 


the figures which prevailed in 1939? 
MR. FRAWLEY: Yes. That should not be a difficult 
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matter at all. That can be done, and Mr. Jefferson can 
do it very quickly. 
THE CHAIRMAN: Then we would have sound figures. 
MR. FRAWLEY: Then they would be exact, yes. 

Q. Now, Mr. Jefferson, I want to pass to something 
else. 

The other day, as I recall your examination in 
Chief -- and if you have Volume 77 it would be helpful =~ 
at Pege 15478 -- and it went on to Page 15481 -=- but I 
can summarize quickly just what you said. 

You said that on shipments moving from eastern 
Canada to Alberta, that a combination of the back-haul 
was the combination of the transcontinental rate to Vancouver 
plus the back=haul to Alberta, and that it was the maximum 
that could be charged. 

A, It was the maximum which we did charge. 

Q Which you did charge? 

A, Les, SLi. 

Q. Is there a distinction? Perhaps we should clear 
that up? 

As No. It is the maximum that we do charge. 

Q. It is the maximum which you do charge. But that 
invites this question: if you charge the full rate, and 
with the combination of the transcontinental rate plus 
the back=-haul, that would be the proper legal rate, would 
16? 

A. The rate in the tariff. 

| Q. That is right. It is the rate in the tariff. 


not 
A. But there is/much use in discussing it if we do 


not put it into practice. 


Q. I am only looking for information now. I want 


to be sure that if you did charge the published tariff rate, 
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it isa perfectly legal rate, 

Es It would be a tariff rate, 

Q. And if I was charged the legal rate, the published 
rate, and was not given the combination of the trans- 
continental plus the back-haul then I would have no redress? 

A. You can always Ship to Vancouver and back. 


Q. I know. But if I was charged the full published 


BN To Calgary, let us say? 

Q. To Calgary? 

A Yes, sir. 

Q. And if I wrote a letter to you and asked you to 
please see that I got the difference between that rate and 
the combination of the transcontinental rate plus the back~ 
haul, would you be Obliged to give it to me? That is all. 

A I would say that we are not that unreasonable. 
Yes, sir. 

Q You are not that unreasonable? 
A. Len, "str. 

Q You know what your practice is? 

A tes, 

Q. But you say that you do it, and you do draw a 
distinction between what you were required to do <= ? 

aoe Maybe under the law we could charge the full rate 
to Calgary. ; 

Q. That is not a very profound point of law. That is 
not something you would approach general counsel about. 

A. He would have to tell me whether I would have to 
charge the full 7 pate to Calgary, and not permit the 


rate to Vancouver and back. 


Q. And with your experience, have you-always done 


that? 
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A, We do not do it. 

THE CHAIRMAN: @Q. You have never done it? 

A, We*do not do it. We give the man at Calgary the 
rate to Vancouver and back. 

Q. You have always done it? 

A. Yoo, Sir. 

MR. FRAWLEY: Q. Is there not a mistake made 
sometimes? Suppose some rate clerk should make a mistake 
and charge the published rate? 

A. Oh, we might even make a rate mistake in the rate 
charged from Ottawa to Toronto. 
Q. That is right. But could you not imagine a case 


in which a rate clerk would, in error, charge the published 


A. He might. 
Ae And in that event, what would happen, if the 


receiver applied to you? 


A. We would make a refund. 

Q. You would make a refund? 

A, Yes. 

Q. I take it that there have been cases in which 


it has been charged and which were adjusted afterwards? 

A. I have no doubt. We are not infallible. 

Q. Now, where is the regulation or order which requires=-- 
or, let me put it this way: is there any regulation of the 
Board of Transport Commissioners, or in the Railway ‘ Act, 
which requires you to charge the combination of the 
transcontinental rate plus the back=haul? 

A. I.do not know, 

You do know of none? 


Q 
A. No, sir. 
Q There is something like that in the United States, 
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is there not? 
A. I do not know that either. 
THE CHAIRMAN: Ts that the Spokane Rule which we 


have heard about? 


MR. FRAWLEY: No, my lord. 

THE CHAIRMAN: Yoy say there is a rule2 

MR. FRAWLEY: I mean a regulation of the Interstate 
Commerce Commission in respect to that matter, that you must, 
regardless of the published rate, only charge a combination 
of the backhaul. 

MR. FRAWLEY: Q. Is there such a regulation of 
the Interstate Commerce Commission? 

A. I do not know. 
; You do not know of any? 


No. sir. 


Q 
A 
Q@. And there is no such rule in Canada? 
A Not that I know of, 

Q. But your practice is to do it? 

A, Yes, Sic. 

Q. And do you instruct your agents all over the 
system that that is what must be done? 

A. We instruct our agents in Alberta. 

Q. Yes? 

A. That they must not charge more than the 
rate to Vancouver and back. 

Q. Are those instructions issued? I do not want to 
be too particular about it, but are those instructions 
issued to the division freight offices, or to every agent 
at > €very stabion in Alberta? 


A. They would be issued to the division and district 


freight offices, but not to every agent on the line. 
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Q. You say: just to the division freight offices? 

A. Yes yw sir. 

Q. But there would be a good many stations in Alberta 
which would not have the tariff to calculate the trans- 
continental rate to Vancouver plus the back-haul? 

Pata ry Honciaty agents have the tariffs ion fie 
which apply from and to their station, 

Q. That is right. So, the agent at Canmore, Alberta <- 
that is a good Canadian Pecific station west of Calgary about 
50 miles? 

A, Yes,8 1%, 

Q. Would that - agent at Cenmore have the trans-~ 
continental rate LaPLEr Nos, Lei? 

A. He might not. 

Q. But you are certainly the man who would know. 

Would you say that the agent at Canmore would have tariff 
No+ 1l-J there? 

A. No, I do not think he would. 

Q. And there would be a good many agents, like Canmore, 
who would not have that tariff 1-7? 

A. If the tariff did not apply to and from his 
station, I would say he would not have that bap hee 

Q. As a matter of fact, we would probably find that 
there were just a few stations in Alberta which had 
Seri it, Leder 472 

A, All the division offices would have it. 

Q. I mean, of the stations on the line, probably 
very few would have tariff 1-J2 

A. That is probably so. 

Q. So, if a man in Canmore brought in @ car of canned 


“$3 


goods from Toronto, of 24,000 pounds, he would pay $2.67? 
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A. I would think that the shipper gh Dank: ame 
would know what the practice was, and he would not pay 
the full class rate to Canmore. 

Q. Suppose he brings a 24,000 pound car of canned 
goods from Toronto, and the published rate on that is 
$2.67. Mr, Buckinghsm can correct me if that ts'not’ right. 
But you would assume that that would be right? 

a If that is the 5th class alj rail rate from Toronto 
and Montreal rate points to Canmore, it would be correct. 

Q. What is that baritt, As 1t Yap? 

A. On a 24,000 pound car? 

Q. Isn't that tariff 4-F? 

‘AX That would be 4-F, yes. 

Q. Now, if he brought in a 60,000 pound car, 

He Would Still pay “$2367? 

A, It 211 depends on the mathematics, whether $1.40 
to Vencouver at seventy, plus the 5th class back on 150,000 
pounds, made lower than the 5th class to Cenmore at 
Sits 

Q. Who would figure out those mathematics? 

A. I am sure the shipper or jobber dealing with the 
canned goods would figure it. 

Q. But how about the agent, the man who is really 


picking up the money and charging the tariff rates provided? 


A. The local agent at Canmore? 
Q. Yes. 
i. Oh, I would not place that responsibility 
on him. 


Q. You say you would not place that responsibility 


on him? 
A, He would probably ask the division freight agent 


at Calgary for instructions of some sort, and would get them. 
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Q. And why would he ask for instructions? Suppose 
the ah ate of the freight knew as little about it as 
he did, ih you, tell me the local agent at Cenmore knows about 
10; 16 is very little. And Suppose these two men knew 
Just as little about it as that. I suggest to you that 
he would pay the $2.67, even if he brought in a 70,000 
pound car? 

A. I do not know who would bring in 2 car of canned 
goods to Canmore. 

Q. I was sure you would ask me that question. 

Let us suppose that the Canmore Coal Company might do just 
nats It has a pretty big operation there. So let us assume 
that the Canmore Coal Company would bring in a 70,000 pound 
car of canned goods. It would not be impossible? 

re I do not think any mine brings in canned goods. 
They would buy from the jobbers. 

Q. ou and I are getting off on the question of what 
mines do, and whether they eat canned goods? 

A. All I want is to keep it practical. 

Q. I want to see just how far this thing is automatic. 
You left the impression with me that it was just automatic. 

A I say it is, from a practical point of view. But 22 
you are going to take an impractical illustration, you may 
feel somewhat differently about it. 

Q. Look, Mr. Jefferson, perhaps I should get away 
altogether from Canmore. You say that is an impractical 
thing? 

A.Yes, sir, 

Q. Very well, then, how about Banff? In the 
Summer time there are lots of canned goods brought into 


Banff? 


A. I would say it was just as impractical there, 
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because 4211 the canned goods received at Benff are bought 
through jobbers, and the jobbers know what the practice is. 

Q. You could not imagine a 70,000 pound car of canned 
goods being brought into either Canmore or Benff? 

A. And ch@rged the 5th class rate? 

Q. And charged the 5th class rate? 

A. On 2 70,000 pound car? 

Q. Yes, on a 70,000 pound car, and charged $2.67 to 
Canmore? | 

A. No, sir! 

Q. You say that it is out of the Question in your 
experience? 

A. Yes, because there are too many people who know 
what the practice is. 

Q. Not at Canmore; you mean in the division freight 
office? 

ane that Ls.rteht s 

Q. Your agent at Canmore -- 


A. Do not forget that the shipper is involved in it. 


He would know what the oe PO Te oLS.2 
Q. Why? 
A. Is there any shipper of canned goods in eastern 


Canada who does not know? 

Q. Northwestern Utilities is a large concern in 
Edmonton, is it not? 

Ribs Yes, I have heard of it. 

Q. It is the gas company. You must have heard of it. 

A. T98% 

Q. Probably you have been heated by its gas in 
Edmonton? 

A. No doubt. 


Q. It supplies its gas to the whole of the city of 
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Edmonton. It is quite a big utility. 

A. 168; sir. 

@. And it brings in pipe to convey its gas from the 
source thereof and distribute it all over the city of 
Edmonton? 

A, Oh, yes. 

Q. And one of the people who supply those things is 
Paige-Hersey Tubes, in Welland, Ontario? 

A, No doubt. 

Q. Do you know there were instances where Northwestern 
Utilities had to make application for an adjustment because 
they were paying the published rate and not the trans- 


continental plus the back-haul? 


A. You say they were charged? 

Q. And paid. 

A. That may be. 

Q. They had to apply for an adjustment. 
A. That may be. 


Q. Pirat of all, of course, I expect you will tell 
me that it was the other railway which did it. 

I do not suppose you would deny something the Canadian 
National did? 

A. Perhaps they should not have got the business. 

Q. You mean by handling it in that way? 

ae Yes, 8k", 

Q. That is right. I will put this on the record and 
you can check it: that there had to be an adjustment with 
the Northwestern Utilities in April, 1949, and that it was 
Charged $1,426.79. 

A. When was this? 

Q. They were charged $1,426.79; and if they had 


been charged on the basis to Vancouver and back to Edmonton, 
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it would have been $1,390.76; so that they collected that 
difference, because the Canadian National did not refuse ci 
OF (830.034 

A, There was a difference in the direct rate from 
Welland to Kdmonton, according to this recital, and the 
rate to Vancouver and back to Edmonton, on 5th class «- 

@. That is right, and they collected $36 .03? 

A. Las sr sir. 

Q. And that occurred right in the city of Edmonton 
Where these tariffs are Piet on Tile < 

A, That may be; but he got his money back. 

Q. That is right. 

THE CHAIRMAN: Can you tell me what inference you 
are drawing from this? You are showing the possibility 
of mistakes being made? 

MR. FRAWLEY: That is rignt.. 
Q. Have you a remedy to suggest how these things 
could not happen? 

MR. FRAWLEY: I do not know. I want the 
Situation made clear that at country points this is liable 
to go on every day; and these applications could be made 
for adjustment and the money would be paid back. There is 
no question but that they feel they are morally bound, if 
not otherwise, to rebate, Whenever that sort of thing 
h2ppened,. 

THE WITNESS: Not "rebate"; refund. 

MR. FRAWLEY: Q. That is right. Refund, not 
rebate. 

The incident, my lord, just highlights the fact 
that the goods can go from eastern Canada through Edmonton, 


Over the mountains, then turn around and come back over the 
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mountains, back into Edmonton for less than they can go to 
Edmonton direct. 

MR. EVANS: Hoe do you figure that? 

THE CHAIRMAN: We shall adjourn now until 


this afternoon. 


~~~ At 1:00 p.m. the Commission adjourned until 2:45 today. 
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ARTERNOON SESSTON 
C. E. JEFFERSON, Recalled. 
CROSS-EXAMINATION BY MR. FRAWLEY (CONTINUED) 

Q. Me. Jefferson, I think you are looking for 
Something; that is why I did not begin asking you 
anything. 

A. I was looking for those class rates again. 

ie On; yes, Page 56, I think: 

A, No, I have it, Page 53 of the Appendix. 

Q. Tabi is richt, 

A. The comparison of the rates in the Exhibit from 
Toronto to Regina with Buffalo to Gillette, Wyoming; 
in 1939, October 1, 1939, the rates from Burtalo. 
in New York State, to Gillette, Wyoming, were higher than 
the rates from Toronto to Regina, with one exception, 
5th class. 

Q. We might put them in the record. It is only 
fair that my figures should be corrected. 

Bes Toronto to Regina on October 1, 1939, was 
$3.58. 

THE CHAIRMAN: Q. Would you please repeat 
the names of the places, Toronto to where? 

A. Regina. 

Q. 1939 was what? 

A. $3.58 Ist class; $2.98 ond class; $2.41 3rd class; 
$1.85 4th class, and $1.55 5th class. 

MR. FRAWLEY:Q.That is right. I read those 
this morning. Those are the figures I think I gave. 
I just read the differences as I had them. 

A. Yes. 

Q. That is right, Mr. Jefferson. Now give us 
Buffalo to Gillette? 

A. Buffalo to Gillette, lst $3.60; 2nd class $3.06; 
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3rd class $2.52; 4th class $1.98; 5th class $1.35. 

Q. Those were the rates on the lst of October, 1935? 

a 1939. 

Q. And the tariff reference is C.F.A. 491 D.? 

A. Z have "© tarire reference. The United States 
tariff reference was agent Jones, IC.C, No.3243, Central 
Freight Association Tariff 491 ¢, 

Q. You have given us Central Freight Association 
491 D. on the table, and in 1939 it was 491 c, 

iy That is right. 

Q. That is really all we have to look at. We need 
not bother about agent Jones. 

A. No, except I was giving you the I.C.C. reference; 
that is all, 

Q. Now, Mr. Jefferson, I want to ask you about the 
rates on canned goods east-bound from Vencouvers I put 
it to you that the rate now from Vancouver to Toronto is 
$1.40, 

A. Yes, sir, with I believe a 70,000 pound minimum. 

Gl. With a 70,000 pound minimum. That is tariff 
1-3? 

A. Well Lado. Ot kiow that it would be 2-9; 

THE CHAIRMAN: Would you repeat that for my 
Sake? It is not on this page? 

MR. FRAWLEY: Oh, no. 

THE CHAIRMAN: What are the figures and the 
places? 

MR. FRAWLEY: Vancouver to Toronto on canned 
goods $1.40 with a 70,000 pound car minimum. 

Q. That rate is a low rate because of what you 
pedand erfontive water competition? 
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Now, there is 4 rate from Vernon to Toronto 
goods of $1.40 also, I put it to you. 

THE CHAIRMAN: What is the name of the place? 
MR. FRAWLEY: Vernon, British Columbia. 

THE WITNESS: I do not know offhand. 
MR. FRAWLEY: Perhaps that had better be checked 
am Suggesting that it is the Vancouver rate. 
THE CHAIRMAN: With the same pound minimum? 
MR, FRAWLEY: I was going to ask about that. 
THE WITNESS: Yes, sir, it‘#1,uo. 
MR. FRAWLEY: Q. And is there the same 


Ves. (sur, 
It must be the same minimum? 
Yes, sir, 


There is no carrier competition, Vernon to 


No what? 
No carrier competition, water competition? 
Not from Vernon, no sir. 


Now then, we move east to the canning factory 


' at Brooks, Alberta, and I put it to you that the rate 


goods from Brooks to Toronto is $2.47, the 


tariff reference being C.F.A. 4IF. 


A, 
Q. 


That may be; it is probably the 5th class rate. 
Well, it is the 5th class rate all Pati, ‘Brooks 


to Toronto, which your assistant was good enough to find 


EOr me. 


Se Be oD 


LES per, 

$2,472 

¥os, Sir. 

At Brooks there is no carrier competition? 
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Q. But there is a Canning factory at Brooks? 

A. I believe SO, a small one. 

THE CHAIRMAN: Q. Pardon me a moment; you say 
the Brooks rate is a Sth class rate? 

Hs Les.. 

Q. What are the other rates? 

Be Special commodity rates, [I find, Mr. Frawley, 
that we have a commodity rate on canned goods from Brooks, 
Alberta, to Toronto and Montreal of $1.82, minimum 40,000 
pounds. That was before the 8 per cent increase. It would 
now be $1.97. 

MR. FRAWLEY: Q, SL. OF? 

fe. Ves hair. 

Q. so. that the effective rate is not the 5th class 
rate of $2.47 but is a Special commodity rate of $l.07, 
did you say? 

A. 22.07, 

Q. That is the situation is Le 

A. Vee Aare 

Q. The rate, Vancouver to Toronto, where there is 
carrier competition is $1.40, and from Vernon, British 
Columbia, to Toronto, where there is no carrier competition 
but where canned goods are shipped to Toronto, the rate 
is $1.40, the Vencouver rate, and from Brooks to Toronto 
you say that, in recognition of the fact that there igs 4 
Canning industry there, you have established a rate below 
the 5th elass rate, and it is $1.97 now? 

A. That is right. 

Q. And that is long and short haul discrimination 
at Brooks, is it not? 

A. AS you term it, yes. 

Q. And you eau 7 Suppose, a justified long and 
Be saat tons 


A. Yes. 
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“ And what is the Justification? 
j What is the Justification? 


Yes, 


ee ae ae 


: You have not competition there -- 
THE CHAIRMAN: Q. You have not what? 

Ze You have not the competition from Brooks that 
you have from Vancouver. 

Q. We. are talking ofVernon, are we not? 

MR. FRAWLEY: Q. We are talking about dis- 
crimination at Brooks? 

Bes ted, 827: 

Q. Long and short haul discrimination at Brooks, 
and you say it is justified because you have not got the 
competition at Brooks that you have at Vernon? 

aS Have not the same competition. 

Q. That is what you mean? 

A. Are you speaking of Vernon or Vancouver? 

Q. I am talking of Vernon and Brooks. Vernon has 
the same rate to Toronto as Brooks has to Toronto -- 

THE CHAIRMAN: Vernon has a cheaper rate. 
MR. FRAWLEY: Q. Vancouver has the same rate to 
Toronto as Vernon has? 
A. Yes. 
Q. You. have equalized Vernon and Vancouver into 


Toronto? 


THE CHAIRMAN: The weight is higher though. 
MR. FRAWLEY: Q. You have given Brooks a 40,000 
pound minimum? 
ie That is right. 
Q. And that means that if 70,000 pouuds were being 


Shipped, he would still pay $1.97? 
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Reina vris right. 
THE CHAIRMAN: In the case of Vernon it is 70,000 
pounds. 
MR. FRAWLEY: 70,000 pounds. 
THE WITNESS: I will have to correct that figure, 
Mr. Frawley. I am told now that the current rate from 
Brooks to Toronto and Montreal is $2.09. 
THE CHAIRMAN: Not $1.97? 
A. No, sir, $2.09, minimum 40,000 pounds. 
MR, FRAWLEY: Q. That is this special commodity 


rate? 

A. Yeo, (Sir: 

Q. Which is the best rate available and which means 
that the 5th class rate is not used? 

A. That is right, unless he had a smaller car. 


Q. $2.09. Now then, the situation is that if a 
70,000 pound car were being shipped from Vancouver to 
Toronto, the rate would be $1.40? 

a. hat is right. 

Q. And if a 70,000 pound car were being shipped 
from Vernon to Toronto, the rate would be $1.409 

A. Lae cL Sirieht. 

Q. And if a 70,000 pound car were being shipped 
from Brooks -- 

THE CHAIRMAN: No, 40,000 pounds. 

MR. FRAWLEY: I am putting it to him as 70,000 
pounds to have the same Shipment. If a 70,000 pound car 
were being shipped from Brooks to Toronto the rate would 
$2.092 

ane Yes), sie, 

Q. Now, just getting back to where we were I asked 
you if that was long and short haul discrimination at 


Brooks and you said it was jJustifiable long and short haul 


+ 
« 
a¢ 
7 = 
the 


date 
Pe 2 


sane re 
it ti reise’ x 
x ~s 
ve ae es 
‘ 
ack 
- 
3 re 
‘ 
z wax pik 
’ 
ies 
is 
ae 4 
: F ae 
: 22> 
< - tt 


a= 
ys 
—y 
"s. 
- 
rod 
~ 
o 
—- 
2 
poly 
_ 
- 
. 
-, 


. 
E 
i= 

~- 

é 


ro 


i ike . dom Bi 


ssade 


‘ iat. wi: a an 


| fool oe = | 
a “ih ae £ 6 
_ 
Heiawait y= nee 4) 
- ) 
See 
. :¥ ninert ‘ae 7 
et a3 ; cake t 


. -. 
. e ¥ o ore FAD ; - 
oe Myt si. aa é ' e 


’ 
\ « $ mee - 
Pig E Cie ew iid Se acne 5 : (mache. 5 et 
‘ y . > ay 
7 
' rT 
y 7 
‘te 
7h Sy § < 
“. mo 
te: . B67 3 ; 
. 2% 
Pees ie Tae a ‘ A ate ie : ; 
tere oldudes rho doud ont wh ASEM 98 
re is Psa) ” ui + fie on i 
a : mE se ba a 2 if ; hej 7 
e— 
BE wri ieee ieee sei i ken ab sh aghe 
: + Ind Py ee a , “y : z f te Si : 
¢ .. 4 
- + cor . ap . fey a 
ce ease es ; i : tbe - . x 
iow) sf papgeoss 4¢ . Halt Y Oss as F 
aera : te ei bi ae nf - ot 
4 as ; S ’ pat 3 <i Camus tor 3 4 *) abd +: Ou * V if 
soe . F 
iP P. Rens i oS a, E 
ihitaw a4 i*# a ord? 
eer » oa 
5 i ? ; 5 
{ . as L 
! 
¢ 5 : 
Eine y rae “ 
i : tivengy Parte a 2 . 
t 6s 
‘ 
aL TH ely i ene 2d eee) ee acura te oaks - es . oy 7 
ad 9 eG Pe ep ompend any ; ; Ps r ns ik ope } Sivrte y ee | 
. : ‘ J 
q 
~ REEL EE 4 <i 
© . 
. a eo 5 eps ea | eee } ve, is 
at 3 + # ped 3 ar - H + Seal % 
‘ 
; +2 BHOOTH gor? 
’ 
NS ge it eid ore ey 
a ri ays F es inet ey ny ” 
- al . 9 2h & 
LZ 
i 
' n mu - - .; 
4 : ~~ Diana . fae 5 k's 
= ue = 7 23> 4p b * oe Eki ee opis 
j 
oe $ : oo ak pie 
hy aa , MG x - 
dig edd 2%, a - Lodace dea A ‘4 5% rf + mag rf 
a 
7 . + 
eb 5 ty a oa % are pa 8 aon s Poe Semen 
Gee O83 COREE? By Ss eS aot # ifs gto S*to8 


at : 


S719 3 = Mr. Jefferson, Cr-ex 


discrimination at Brooks? 

Ro YORS. Sir, 

Q. And the reason again was what? 

A. Was the water competition from Vancouver. 

Q. That is at Vancouver but as between Vernon and 
Brooks what is the Justification? 

A. Well, the only Justification comparing Brooks with 
Vernon would be that you have not the same carrier com- 
petition from Vernon as you have frem Vancouver because 
there would be the rail rate from Vernon to Vancouver to 
addto the water competitive rate from Vancouver. 

THE CHAIRMAN: Q. You mean railway competitive this 
time? 

ALNCS, Sir y=) well,.at you have a water competitive 
rate from Vancouver to Toronto made to meet water competition 
then the competition from Vernon would be water competition 
from Vancouver plus the charge for carriage from Vernon to 
Vancouver. 


(Page 15974 follows) 
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MR. FRAWLEY; Yes, I can understand that, 
but you have not added - - 

THE CHAIRMAN: You have no competition by 
rail, have you, between Vernon and Toronto? 

A. Well, Only the Canadian Pacific - Canadian 
National, that is edb 

Q. Do they both SO into Vernon? 

Bees. Bis 

MR. FRAWLEY: And the rates are the same? 

Avs YeSs. sir, 

Q. But you have not added anything to get the 
goods from Vernon down to Vancouver where they 
could avail themselves of the water competition? 

A. No, sir, we have not. 

Q. You have added nothing, you have given 
Vernon exactly the same rate as Vancouver? 

Aw, (nated s ri She 

Q.. I simply put it to you: why don't you give 
that same rate to Brooks? 

A. I don't know that we have ever been asked 
POR«it. 

Q. That is one reason. Now, is there any other 
reason, Mr. Jefferson? 

A. Well, I don't know. I should have to 
decide the case on its merits when I received an 
application. 

Q. Then you want to leave the impression with 
me, that if you got the right kind of a letter 
from the canner at Brooks, you might give him the 
Vancouver rate? 

A ob.don tt know; I would want to see the letter 
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@. Have you ever done Lt? 

A. No, I don't know that I have ever been 
asxed for it - not to my knowledge. 

Q. Assuming you have never been asked, you 
do not feel that you have any responsibility to 
tell the man at Brooks (he may know already) but 
you do not feel you have any responsibility to 
tell the man at Brooks, that Vernon, which is a 
good many miles inland - -~ about how far in miles 
inland is Vernon from Vancouver? 

A. Oh, off hand around three hundred odd. 

Q. Well, that means that Vernon, 300 mites 
inland, has for some reason been given the Vancouver 
rate, but you have not told the man at Brooks, I 
Suppose, that his competitor at Vernon gets the 
Vancouver rate of $1.40 and he pays $2.09? 

THE CHAIRMAN: Pardon me, is Brooks like- 
wise on the Canadian Pacific Railway? 

MR. FRAWLEY: Yes, on the main line of 
the Canadian Pacific Railway. Well, in any event, 
without pressing it any further, Mr. Jefferson, 
there is market competition at Vernon, at Brooks, 
and at Vancouver, all into the Toronto market? 

A. I do not know, Mr. Frawley, whether they 
Ship the same kinds of canned goods from Brooks 
as from the Okanagan Valley or the Pacific Coast. 

Q. Would that really deter you? Would you 
have to enquire into every Single kind of canned 
goods that they ship from Brooks to see if they 
were different al all from the kind of canned 


goods shipped from Vernon? 
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A. It might be a factor in my decision with 
respect to market competition. 

OQ. Well, I am really interested to know realiy, 
why Vernon got that rate. TI am just putting the 
Question to you. Why should Vernon, three hundred 
miles inland, get the Vancouver rate? 

A. I assume it is because they can the same 
commodities in Vernon or in the interior as they 
do on the Pacific Coast. 

Q. So, if they can the same kind of fruits or 
vegetables, they put it up to you that they should 
have the Vancouver rate, and then you would find 
that that was a good enough. reason to give it to 
them? 

A. I am assuming that that is what we G20 .in 
that instance. 

Q. Does it run to other industries? Do the 
lumber manufacturers in the interior get the same 
rate as the coast? 

A. They get a lower rate. 

Q. A lower rate than the coast to the east? 

Awe YES 81 r 

Q. Does it run to any other kind of commodities? 

ae oh CORT know? toa 1) depends what the 
commodity is. 

Q. But at Brooks there is market competition 
to Toronto? 

A. Maybe, but it may not be with the canned 
goods from British Columbia; it may be some canned 
goods from somewhere else. 


Q. I am not sure if it is true or not and if it 
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were not true - suppose they were canning only 
peas and corn at Brooks, and they were canning 
tomatoes, say, at Vernon, Would that be enough 
to justify the difference? 

A. You are marketing an entirely different 
commodity. 

a. nat is what I mean. T can assure you 
I am merely informing myself. 

A. Canned peas are not in competition with 
canned tomatoes. 

Q. That is the kind of test you would apply? 

A. Then, don't forget from British Columbia 
you have soft fruits too. 

Q. In cans you mean? 

ee UID, “Ves. 

Q. Well, I don't know whether they are 
canning any fruit in Brooks. Maybe they are; 
that is in an irrigation belt. Maybe they are. 

A. My understanding is, that canned goods 
from Brooks are largely canned peas and beans. 

Q. And you are not able to say whether there 
are any of those two things canned at Vernon 
and shipped to Toronto? 

A. No, sir, not’ to my knowledge. 

Q. I just want to understand what your 
Peeling ‘abouc it is8,°Mr. Jeffersons fst ves 
fact, that there are also canned peas and beans 
packed at Vernon, would you think then that there 
was no justification for withholding that rate 
from Brooks? 

A. We might give them the same rate, but I am 


not making any decision on it now. 
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Q. I do not own the canning factory at Breeks; 
I am Just trying to fina out how you feel about Lt, 
Mr. Jefferson , you would feel that there was less 
justification for the discrimination than if they 
were not canning the same kind of things at all? 

new would, yes, 

Q THE CHAIRMAN: Why is there a difference 
in the requirements as to weight, 40,000 lbs. 
and 70,000 lbs.? 

A. The difference in the requirements as to 
weight, is this, that when you have to establish 
a competitive rate from the Pacific Coast to Montreal 
and Toronto to meet a competitive condition, if 
you had a rate of $1.40 with a minimum of 40,000 
lbs., the revenue might not be compensatory, but 
if you could get an average loading of 70,000 lbs. 
Or better, then it makes the traffic more compensatory. 

Q. Why then do you fix 40,000 lbs. at Brooks 
instead of 70,000 lbs. at the lesser rates? 

A. I suppose the reason for the 40,000 lbs. 
at Brooks, is that the Shipper at Brooks wanted 
to load his cars and be able to market his product. 

MR. FRAWLEY: Whether he Ships 40,000 lbs. 

or 70,000 lbs. he hag got to try to get into 
Toronto at $2.09 because Vernon, about 300 or 400 
miles further west has more than 60¢ differential 
against him. That is how you have left the man 
at Brooks, isn't it? 

A.) OCIf he ts marketing the same products. 

Q. Let us assume that he is marketing the 


Same product? 
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Ay ik dont. think: he: ita > 

Q. That would be enough distinction for you - 
you would have no compunction in charging him $2.09 
as long as you were satisfied he was not canning 
the same identical vegetables and fruits that were 
packed at Vernon? 

A. I think that would be a reasonable justi- 
fication, yes. 

Q. That, in your opinion, would be a reason- 
able justification to violate the long-and-short-haul 
rule there at Brooks? 

aries 2 817. 

THE CHAIRMAN: If the man at Brooks were 
prepared to undertake 70,000 lbs. shipments, would 
that have a tendency to give him a lower rate? 

Mee oly Ment, vyee,, sir: 


@. Would it have such a tendency?: 


A. If he would load 70,000 lbs. ise car 
and when he was shipping the same commodity. 

Q@. Ido not know what difference you see 
between those commodities that would increase 
freight rates? 

A. I am not speaking of the difference between 
the commodity with respect to the compensatory 
nature of the rate, or anything of that sort - 
merely in the competition as to markets. If the 
man at Brooks is canning a commodity that is not 
canned in the Okanagan Valley or at Vancouver, then 
it does not make any difference if his rate is 
higher. 


Q. He has no competition? 
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At Neg Bi Ti, 

Q. Well, still if he were to accept 70,000 lbs. 
Shipments, that in itself would tend to a lower 
rate, would it? 

A. Not if it was not the same commodity, no, 
Sir, because if he could afford to pay $2.09 for 
#0, 00CN 1 Dem. - 

Q. Then you give a lower rate to the man in 
Vernon because he has to meet competition inthe 
Toronto market? 

Aaa Wes ,) oi2. 

Q. What competition have you in mind at 
Vancouver? 

A. Water competition through the Panama Canal. 

Q. The man at Vernon? 

A. Not the man at Vernon, no. As I said 
before, the man at Vernon has the same competition 
as the man at Vancouver, except that he has to pay 
rail rate from Vernon to Vancouver. The only 
justification I can see for applying the same rate 
from the interior of British Columbia as from the 
coast on canned goods, is because he is marketing 
the same product in Eastern Canada as the Vancouver 
man is marketing. 

Q. And as the competitors by water are marketing 
by way of Vancouver? 

Aine Yes. dei. 

Q. And Vernon? 

A. From Vancouver via the Panama Canal. 

Q. But how far does that competition extend 
back east-ward again on the way to Toronto? It extended 


to Vernon anyway, I see? 
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A. We only extend it to the Okanagan Valley, 
Penticton, Kelowna, Ashcroft, Kamloops and places 
itke thet. 

Q. You think that those points in the territory 
you have just described require protection against 
water competition from the FACILI 2 

A. Yes, sir; in other words, it is 4 case 
of being better for the railways, you might say, to 
be sure of the business from the interior at 
$1.40 rather than to be only sure of part of it from 
Goerack fic Coat. 

2. But I was trying to discover how far you 
extend the range of that competitive. feature? You 
do extend it 300 miles anyway? 

A. It is a voluntary extension, I admit. 

MR. FRAWLEY: What has the water competition 
at Vancouver got to do with the man at Vernon? 
He is 300 miles inland. 

A. I have said the only competition the Vernon 
man has comparable with the Vancouver man is the 
addition of the rate from Vernon to Vancouver. 

Q. That is true, but that does not protect 
the Vancouver man. You have eliminated that distance 
entirely between Vernon and Vancouver? 

A. It is not the nes one ie want to protect; 
it is the interior man. 

9. The Vernon man is Shipping to Toronto, 
and he is away from water competition. What right 
has he got to claim that Pacific Coast rate at all? 

A. He has no right to claim it whatever. As 


I said it is a voluntary extension. 
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Q. He has no more right to claim it really, 
than the man at Brooks? 
A. That may be. 
Q. Or the vegetable growing industry around 
Taber, Magrath or Lethbridge? 
A. But you are not marketing the same commodity. 
Q. Now, you make an assortment, you put the 
different products in pigem holes and then you 
see if they are not competing one with the Other, 
and then you say “We are justified in practising 
long-and-short-haul discrimination"? 
A. The Brooks man is not hurt. 
Q. Well, that I have heard before. Mr. 
Jefferson, let me just put this to you. There is 
not any doubt about it from what you have been saying 
the last ten minutes or SO, that you do regard 
market competition as a justification for practising 
long-and-short-haul discrimination? 
A. If it is in our interests to do so. 
Q. Now, I want to take you to Montreal to 
Vancouver - - 
THE CHAIRMAN: Pardon me, If this man in 
Brooks felt that he had a grievance, he would have 
to establish discrimination against him? 
MR. FRAWLEY: Well, the discrimination 
would be established because he pays more. 
THE CHAIRMAN: But he would have to show 
unjust discrimination? 
MR. FRAWLEY: Not under Section 314.5, sir. 
Mr. Jefferson feels quite confident that when he 


established the market competition that he would be 
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excluded from the violation. 

THE CHAIRMAN: That is what I say; what 
would be the answer? 

MR. FRAWLEY: The answer would be that 
there is competition - market competition; not 
carrier competition. That is different, but 
that there would be market competition and he is 
Justified in charging the Brooks man more than the 
Vernon man. 

THE CHAIRMAN: Well, the point of that 
is this, that the Act Seems, just as it is now, 
to provide for those cases? 

MR. FRAWLEY; Section 314.59 

THE CHAIRMAN: The wholeof 314. They 
provide for the case of anybody who is paying 
a high rate and feels that there is an unjust 
discrimination against him. He can go to the 
Board then. 

MR. FRAWLEY: That is right, he can gO 
ug the Board if he finds - - 

THE CHAIRMAN: And then, the railway, 

I suppose, part of the case would be that they 
would show why the rate is high? 

MR. FRAWLEY: Under the Section they only 
have to show one thing, that there was competition. 

THE CHAIRMAN: And then it is for the 
Board to decide? 

MR. FRAWLEY: That is right, sir. 

THE CHAIRMAN: What are you leading to? 
What change do you think oug ht to be made in that 


procedure? 
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MR. FRAWLEY: TI am Just assuming at the 

moment, sir, that market competition as well as 
carrier competition justifies the departure from 
the long-and-short-haul rule in the minds of the 
railway. 

Now, another instance, Mr. Jefferson, is where 
you have a rate from Montreal to Vancouver, a water 
competitive rate, and you feel that that rate is 
no lower than is required to meet the water competition, 
i) aopcese? 


A. That is right. 


(Page 15984 follows) 
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THE CHAIRMAN: Pardon me; at the expense of 
eppeering to take up too much time: 
Q. What competition would you fear, you as a railway, 
if you charged a higher rate to the Vernon people? 
A. What competition woulda I fear? 
Q. Yes, 


A. I would not fear eny that I know of, unless the 


rail rate or the transportation charge -- it might be a 
truck rate -- from Vernon to Vancouver, plus the water 
rote--- 


Q. Keeping your eye on the Toronto market, the question 
of shipping goods from Vernon to Toronto? 

A. Yes, sir. 

Q. And from Brooks to Toronto? 

AA Yves) veiy; 

Q.- ‘And you charge more for the nearer point than for 
the farther one? 

Peres! sir, 

Q. Then you say you justify that by the reason of com- 
petition? 

A. Yes, sir. 

Q. What competition would you incur if you raised the 
rate from Vernon to Toronto? 

A. I don't know that you would incur eny transportation 
competition. You might find thet the rate from Vernon to 
Vancouver plus the water rate from Vancouver to Toronto was 
lower thin the fifth ae from Vernon to Toronto. 

MR EVANS: I just want to clear up something that 
appeers to be doubtful. It is clear on the decisions of the 
Board that in order to show unjust discrimination -- and thet 
is what we are talking about, unjust discrimination under 
Secthon 314 -- there has to be actual detriment; the commodi- 


ties have to be in competition in a common market. Now, the 
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point about this is thet if there is a different 
commodity et Brooks then there is at Vernon, they ere not 
in competition, and therefore there is no -unjust discrim- 
ination. 

COMMISSIONER ANGUS: Q. Mr. Jefferson, if you did 
not give the lower rate to the men at Vernon you might 
extinguish the industry in Vernon and kill the goose that 
laid the golden egg? 

A. YOu ‘might | 

Q. Is that what you mean by market competition as 
between--- 

A. I won't go so far perhaps as to say you extinguish 
the industry, but you might force that industry into the 
movement of its product to Short-haul points, where we want 
the traffic from Vernon to long-haul points like Toronto and 
Montreal. 

THE CHAIRMAN: Yes, you see, Mr. Frawley, that 
Subsection 5 is based on the goods being of sa like descrip- 
tion. 

MR FRAWLEY: Oh, yes. 

THE CHAIRMAN: Now, es soon as the railway esteb- 
lishes that these goods are not of like description, then the 
Section does not apply. 

MR FRAWLEY: I appreciate the railway company's 
position. 

THE CHAIRMAN: It is no longer then 3 question of 
competition; it is as Mr. Jefferson explains. He thinks the 
lower rate tends to keep this industry going at Vernon, and 
therefore furnishing freight to his railway. 

Q. Mr. Jefferson, isn't that what you say? Your lower 
rate is designed to keep the industry going oat Vernon, and 
thereby to give freight to your railway? 
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G , 18 thet 41%? 

A. Assure ourselves of ieesh aud trafiic, 

Q. Now, if in reality, then, these goods are not ¢ 
like description, the Subsection does not seem to apply at 
cui ee 

MR FRAWLEY: No. You see, sir, what bothers me 
is, are we getting down to the--- 

THE CHAIRMAN: Should there be some change in the 
law? Perhaps you are saying there ought to be, 

MR FRAWLEY: of course, £ have a completely new 
concept of a statute to deal with long and short haul dis- 
criminetion. 

THE CHAIRMAN: Then it will be 8 question of argu- 
ment later on whether or not--- 

MR FRAWLEY: Thet is right; but I do went to say a 
word -- perhaps I should not interrupt my cross-examination. 

If one is getting down to the fine distinction between 

the beans and the peas and the corn thet Mr. Jefferson now 
Suggests, it seems to me that the thing would be endless 

end completely unworkable, and my Submission, just in pass- 
ing, is that thet is not what the words "like description of 
goods" mean at all. You Simply go into the teriff and you 
find canned goods, and canned goods sre canned goods, whether 
it is from Brooks or from Vernon; but that is a matter for 
argument. 

MR EVANS: No, it is not. The Board has given clear 
decisions on it, 

MR FRAWLEY: All right; my friend has 311 his 
decisions, end we will hear them later, I take it. 

Q. But, Mr. Jefferson, suppose that the truck rate from 
Vernon to Vancouver or Vencouver to Vernon was only 25¢ -- 

I don't know what it is; you say it is about 300 miles; 


what would you think it probebly would be? -- because I have 
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not much--- 
-- I don't know; but let us essume it is 25¢. 
Q. You think that is not too cheap? Would 50¢ 
be just as -- what is your rate between Calgary and 
Edmonton? It is now about (0¢, is it not? 

A. On what? 

Q. On the first four classes? 

A. Oh, I don't know. 

Q. Your truck competitive rate Calgery to Edmonton 
was 39¢ for years and years, and it has gone up to 21, by 
2l and by 8, I think? 

Be oe 2s the all-commodity rate, 

Q. The all-commodity rate, yes. I say 50¢; I suggest 
to you that probably fifty cents would not be on unfair 
truck competitive rate to think of between Vernon and Van- 
couver? 

Piet ee meen be; I do not know. 

Q. Now, if it were 50¢ -- and I heven't any idee what 
it is -- if it were 50¢, why coulan't you at least cherge 
the 50¢ more? Why do you heve to completely equalize it? 
The goods cannot get down from Vernon to Vencouver by magic, 

A. Quite right. We coulda put in our teriff eny rate 
we wanted to, subject to complaint to the Board, but if the 
Vancouver man is Shipping his freight some by rail sand some 
by water, if we give the rate to the Okanegan we sre assured 
of it all by rail. And don't forget this, that the water 
Competitive rate from Vancouver to Montreal and Toronto by 


rail is higher than the actual water cost. 


Q. Al right, now. Mr, Jefferson, if I may say so with 


respect, wou ere just getting off the point e little bit as 
fer as I sm concerned. Your fear, your real fear, is thot 
the man from Vernon may ship his goods to Vancouver and then 


put it itn 5 poat to Toronto? 
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A. That is not my fear, 

Q. Theat is not your fear at all? 

A. I said it was not. 

Q. I do not understand your answer to Professor 
Angus, thet you were sfraid you might extinguish the 
industry. 

A. That is all right. 

Q. Isn't that why you would fear the extinction of 
the industry? 

A. No. What I said was this: I said to Dr. Angus 
that I did not fear that we would extinguish the industry, 

but we might curtsil the industry et Vernon from shipping 
to Montreal end Toronto long-haul traffic, where we could 
get all the business, and he would market his products in 
the near-by markets, where we would get 9 short haul. 

Q. I can understand you giving him something, giving 
him Vencouver $1.40 plus something; whet I findimpossible 
to understand is, you give him the straight Vancouver rate, 
$1.40, and you essume that there is no transportation 
charge between Voncouver and Vernon? 

em toe 2S right. 

Q. Now, why ere you not as solicitous sbout the 
infant industry over at Brooks which is trying to, can 
vegetables and ship wherever they cen? 

A. As I have told you, there might not be the neces- 
Sity for the same rate from Brooks 3s from the interior 
of British Columbia. 

Q. And this necessity just is measured now how? 

A. I told you that it wes meesured in the wey I was 
discussing it with you -- whether or not the Okensgan wes 
Shipping the same commodity thet Brooks was shipping. 

Q@. All right. Now then, Montreal to Vencouver 


has e waiter competitive rate, but you give e place like 
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Aylmer, up in western Ontario, the same rate? 
We Yes, Sir, 

Q. And that elso is on 3 water competitive besis? 

A. Yes, sir. We do that with respect to all east- 
bound end westbound commodities, no matter whether they 
ere going to or from British Columbia or to or from 
Alberta or anywhere else. 

Q. I understand that; but I am going to ask you now, 
what you ere giving the men at Aylmer is a rate which is 
based on the fear of the traffic being taken away by the 
water, by the boosts? 

Aa Ses y Sir, 

Q. Now, at Aylmer to get to the ocesn-going competi- 
tion -- which would be et Montreal, wouldn't it? 

nae Les, Sir; 

Q. Now, to get there--- 

A. It might be, or it might be in the summertime by 
Conada Steamship Lines to Montresl end then weter, ocean 
lines from Montreal to Vancouver. 

Q. Yes, but the Canada Steamship Lines do not run 
into Aylmer, do they? Aylmer is off the leke some miles? 

A. Meybe, but they truck to the leke. 

@. That is what I mean. So that the Aylmer man to 
get to the ocean-going vessels at Montreal would have to 
truck to the lake, then by lake and river steamer down to 
Montreal, before he would get to the oceen-going competi- 


tion? 


A. But. the Canada Steamship Lines ebsorb the trucking 


cherge, 


Q. How about the rate, then? Assume then thet he is 
right on the whoerf st Eriesau or someplace there on Leake 
Erie? 
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Q. But he still has to get down to Montreal to get 
into the ocean-going vessels? 

And some has gone to Montreal by roil or water and 
gone by oceen liners to Vancouver, 

Q. All right; but the fect is, though, as far as 
your rate is concerned, you give him st Aylmer the same 

$1.40 that you give at Montreal? 

A, As I said before, don't overlook the fect--- 

Q. That is so, isn't it? 

A. Quite, but don't overlook the fact that the $1.40 
from Montreal is more than the water cost from Montresl,. 

Q. I em just tolking about the rate at the moment. 
You do give the man at Montreal a rate of $1.40? 

Be /8het AS Prien . 

Q. And you give the man as fer ewey 28 the farthest 
place in western Ontario that you can think of, sround 
Chatham, Aylmer, St.Thomas -- eny of those places -- you 
give him the same $1.40 rate? 

Penn laab Ls right. 

Q@. Therefore you sre treating him es though he was 
Slongside the ocean-going vessel in Montreal? 

A. Thet is right. I suppose we could not get the 
business from Montreal proper to Vancouver at $1.40, 

Q. Now, I suggest to you, Mr. Jefferson, that Aylmer 
end Montreal are equalized due to merket competition in 
Vancouver? 

“.« To mazrket--- 

Q. Morket competition in Vancouver. They sre both 
Shipping into Wancouver? 

A. That ms. right. 

Montrreal and Aylmer? 


Yes, sir, 
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So thhet really it is due to market competition 
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-~15991- Mr. Jefferson, cr-ex, 


that they sre equelized at $1.40? 


A. You might argue that, but that is not the whole 


enswer. 


THE CHAIRMAN: Market competition between whom? 
MR FRAWLEY: Between Aylmer and Montresl in 
Vencouver. 

Q. Thet is right, isn't. it? 

A. What you sre Seying is thet we give the same 
$1.40 rete if Clark Shipped e car of canned beans from 
Montreal to Vencouver as we would charge a canner Siem ms) 
Onterio for Shipping e cer of canned pork end beens, 

Q. Yes. Well, Clark, that is a good example -- Clark 
in Montreal end Heinz in Leamington? 

A WA eSe Cr, 

Q. Shipping pork end beans to Vancouver. You give 
them the same rate, although the canned beans et Leamington 
would have to go by truck to the lake and then down by 
lake end river steamer to Montreal to get the $1.40 rate 
at Montreal? 

A. I think Leamington is on the Lake, but. that es all 
right. 

Q. All right; then it would not have any trouble. 
That is the situation? 

Moe Yee, 6271. 

Q. Now, the rate from Aylmer to Calgary is higher 
then the rate from Aylmer to Vancouver? 

Ae. Oh, .yes3 so is Montreal to Calgary. 

Q@. That is the gospel we are preaching. dan! ti thes 
elways higher? 

A. So is Montreal to Calgery. 

Q So is Montreal? 
he Vee oir, 
Q 


- Therefore it seems clear, then, Mr. Jefferson, 
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that there is long and short haul discrimination et 


Calgery which is due in pert ot least to merket competition 
in Vancouver? 


A. There is no market competition es between Calgary 


end Vancouver, 

Qs Lam putting it to you that because of the fact 
that you assume thot Aylmer end Leamington are slongside 
the vessel in Montreal--- 

Bee Yes.e butya My; Frawley, just because there mey be 
market competition from originsting or producing point 
point of view, it does not follow that there is market 
competition from a destination point of view. 

Q. No, but look, Mr. Jefferson -- perhaps I em not 
making myself clear. You told me that the equelizing rate 
Aylmer to Vancouver wes due in pert at least to market 
competition; we hed thet 2 moment ago. 

Ange id nottell you; you told me. 

Q. Oh, but you agreed with me? 

A. Not necesserily. 

Q. Well, do we go over all that egain? Do you not 
agree that the competition with Aylmer and Toronto, being 
in competition one with the other, or, as you said, Clerk's 
pork and beans factory in Montreal with Heinz pork end 
beans factory in Leamington, are shipping into the some 
market in Vancouver? 

A. I am going to answer you this way, that I think it 
is in the interest of everybody in the east and everybody in 
the west, whether the prairie provinces or British Columbia, 


that we hsve a blanket rate route from Montreal to Windsor. 
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Q. All right, now. I can assure you that that 
is not the first time I have heard that. 

Let us take it that Aylmer and Montreal are shipping 
into Vancouver or Leamington and Montreal are Shipping into 
ontreal with the same commodities that you have given me 
in your own instance? 

A. That is right. 

Q@. And I put it to you that that fact has something to 
do with the reason why you equalize Leamington with Montreal, 
and you would disagree with that? 

A. No doubt the effect is in the general blanket 
scheme of rates between all Shipping points in Ontario and 
Quebec. 

Q. It is due to what you regard as a market situation? 

AS That is right. 

Q. THE CHAIRMAN: Q. In this case, you SUL os Lt 
not &@ question between the two shippers, the one from Montreal 
and the other from Leamington or Aylmer, or wherever it is? 
If they both ship by rail to Vencouver and pay the same 
rate, then the nearer man is paying more than he ought 
to pay, at first sight? 

MR, FRAWLEY: Or the far-away man is paying less. 
THE CHAIRMAN: It seems to me that is where you get 
into the question of the market: here you have two men aiming 
at the same market in Vancouver, one, who is in Mcntreal, 
and the other, who is at Aylmer. 
The Aylmer man could say: why should I pay just 
&s much as my competitor in Montreal when I am nearer? 
MR, FRAWLEY: Q. He may be nearer and he could 
get it there for less if he were allowed to use the United 
States railroads. That is another aspect of the matter 
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It seems to me that Mr. Jefferson has agreed 
with me that there is an element of market compe tition 
in the fact that Aylmer ana Leamington get the seme rate 
21s Montreal. 

MR. FRAWLEY: Q. Assume . then that the rate 
from Aylmer to Montreal is due in part to a market competition 
competitive situation. 

A. Market or water? 
Q. No, market competitive. 

THE CHAIRMAN: Perhaps Mr. Jefferson sees it, but 
f de not: 

MR. FRAWLEY: You were telling me the reason for 
the existence of the group blanket in central Canada? 

Ex Yes, sir. 

Q. And you told me that it was to equalize those 
people in the market wherever they are shipping from? 

A. That is Bight. 

Q. Would you say there is equalized shipping to the 
Maritimes? 

A. No. 


Would that apply to Western Canada only? 


QD 


Everything Fort William and west. 
They do not apply when going down to the Maritimes? 


Noy six. 


You have other arrangements there? 


ves, “sir. 


You have water competitive rates? 


f= ts 2 & 


No. I am speaking of rate making. 

Q. ou told me that the rate group was to protect 
market competition, as far as central Canada was concerned 
in seeking markets in the west? 
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Q. I think that is as good a way to put it as it can 
be put. 
NOw, the rate from Aylmer to Calgary is higher than 
the rate from Aylmer to Vancouver? 
A, Yee)s) air, 
Q. And that is long and short haul discrimination as 
LT see it? 
yes That is right. 
Q. You say again that it is Justified long and short 
haul discrimination? 
A. Yes, and I say there is no market compe tition 
in the marketing of canned goods in Calgary as compared 
with Vencouver, 
Q. Will you tell me that again. You say there is 
no market competition in marketing canned goods in Calgary? 
A, As compared with Vancouver, 
Q. Well, if Heinz and Clark were both shipping into 
Calgary, there you have market competition. 
A. Surely, but they both have the samc rate. But they 
do not have the same rate to Vancouver. 
Q. They do not have the same rate to Vancouver? 
A. They do not have to have the same rate from 
Vancouver to Calgary. 
Q. Long and short haul discrimination at Calgary is 
Pence; Ti sett not? 
A, Yes; Sirs 
Q. And that discrimination is due, in part at least, 
to the factor of market competition in the east? 
A. No. 
THE CHAIRMAN: Where? 
MR. FRAWLEY: Between Aylmer and Montreal. 
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THE CHAIRMAN: Q. You are back to the Montreal to 
Vancouver being low because of water competition. Isn't 
that right? 

As That is right. 

Q. Is it not carrier competition? Is there not a 
tendency throughout to confuse market competition with 
carrier competition? Isn't that so? 

MR. FRAWLEY: No, my lord. 

THE CHAIRMAN: Are not the rates you are now 
discussing justified by Mr. Jefferson by water competition? 

MR. FRAWLEY: From Montreal? 

THE CHAIRMAN: Or from another point 
available to water transit? 

MR. FRAWLEY: But without any cost. The rate from 
Aylmer to Vancouver is $1.40, and the.  : rate from 
Montreal to Vancouver is $1.40; and let us assume that the 
rate from Montreal to Vancouver is fair Ae reasonable, 

THE CHAIRMAN: On account of water compe tition? 

MR. FRAWLEY: Yes, sir, because the vessels are 
right along side the dock at Montreal. 

THE CHAIRMAN: That would be an answer to the 
Aylmer man who might protest. 

MR. FRAWLEY: Yes, and I Suggest that the Aylmer man 
can get his goods to Montreal and into ocean going vessels 
for nothing. So I suggest to Mr. Jefferson that he should 
Clarge a rate from Aylmer to Montreal and then charge the 
$1.40 from Montreal to Vancouver, where the ocean going 
vessels are, 

THE CHAIRMAN: Why should he? The Aylmer ships 
by all rail? 

MR. FRAWLEY: Let us say it is Montreal. 


THE CHAIRMAN: But the Aylmer man is not in 
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the competitive position that the Montreal man Ls. 

MR. FRAWLEY: He is placed in precisely the same 
competitive position by that same $1.40 rate. That is my 
point in 4 nutshell. 

THE CHAIRMAN: Why is he placed in the same ¢ 
position? How could he get a better rate? By what other 
method of shipping could he get a better rate than $1.40? 

MR. FRAWLEY: He should not have $1.40. He should 
have $1.40 plus a rate to get to the $1.40 rate at Mcntreal. 

THE CHAIRMAN: But he is nearer to Vancouver than 
he is to Montreal, 

MR. FRAWLEY: He is nearer geographically; but it 
will be demonstrated by an Exhibit which I have filed that 
he is completely barred from proceeding that way. 

THE CHAIRMAN: Or where he is further away, you are 
discriminating against the man because you are charging him 
as much to ship his goods to Vancouver as you charged the 
Montreal man; and the answer is: we are justified in charging 
the Montreal man less because there there is water competition 
existing. 

MR. FRAWLEY: That is right. If they said thet, 
that is exactly right. 

THE CHAIRMAN: That would be the application of 
Sub-section 5. ; 

MR, FRALWLEY: If they said that, there would be 
some reason in the structure. But that is not what they say. 
They give him the same rate. 

THE CHAIRMAN: Well, what does Mr. Jefferson say? 

Q. What would you say, Mr. Jefferson, if an Aylmer man 
complained that you charged him as much as the Montreal 
man? 


Bs We are charging him the same, 
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@. What do you tell him when he complains? 

A. He does not complain. 

Q. Well, if he should complain? 

A. Well, if he dia complain, we would say we have 
one rate group or rate from Montreal to Windsor on goods 
going to Western Canada, 

Q. And why? 

A. Why? 

Q@. Is it not to meet this water compe tition? 

Ae On TO 

Q. I thought you were telling us all along that the 
Montreal man has a water rate? 

A. He has, but Mr, Frawley overlooked it. 

Q. You said the Montreal man has the choice of a 
water route? 

A, Yes sir, 

Q. Therefore you have that water compe tition? 

A. at is right. 

Q@. And that is why you give him a lower rate to 
Vancouver? 

A. Yes, but we extend that Montreal rate to the party 
Shipping canned goods from Toronto, Hemilton, Aylmer, 
Leamington, Windsor or Chatham. Mr, Frawley overlooks 
the fact that if we made a water competitive rate, the rate 
would be, would have to be lower than $1.40, 

MR, FRAWLEY: So you make it to meet compe tition 
from Aylmer, St. Thomas, Chatham, and all over central 
Canada? 

A. We make a water competitive rate from Ontario and 
Quebec to Vencouver on canned goods which will capture 
for us a good share of the canned goods business moving 
to the Pacific coast in competition with water rates from 


all shipping points. 
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THE CHAIRMAN; There you are. That is carrier 
competition, 
MR, FRAWLEY: That is carrier competition. 

Q.: Kor the purposes of rate-making, you assumed that 
the whole of Ontario and part of Quebec are right adjacent 
to the Ocean going vessels in Montreal? 

Ae No str. 

Q. Why not? 

A. If we assume that they ‘were right at Montreal, this 
rate would be lower than $1.40, 

Q. Why? 

A. Because if we designed a competitive rate from 
Montreal to Vancouver to meet only water compe ti tion to 
Montreal, the rate would be lower than $1.40, 

Q. You have shipped some goods manufactured in Montreal 
by rail -- I do not mean in February of this year -- and 
you 2re held at $1.40 now? 

A. Not all of it. We are not hauling it all from 
Toronto. Campbell's soups 4re shipping to Vancouver, or 
they were before the navigation Closed, by Canada Steam- 
Ship Lines to Montreal and then by ocean lines to Vencouvers 
We are getting some of it but not all of Tt 

Q@. You are getting some of it at $1.40, certainly? 

A. Certainly. We would not make the $1.40 rate if 
were not assured of getting something. 

COMMISSIONER ANGUS: You cannot go below $1.40 
and still be compensatory? 

A. Not entirely. The rate on canned goods, the water 
competitive rate on canned goods to the Pacific coast 
was made in conference with the shippers in Quebec and 
Ontario, and when I say Quebec I mean Montreal and points 
@round Montreal, Toronto, Hamilton, Chatham, Leamington, 
Aylmer and so on. And after several meetings it was 


agreed with the shippers that we could hold some of the 
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traffic for the railway if we agreed to $1.40 for 70,000 
pounds, and if we did not, we could not expect to hold any 
Olas Y 5 

COMMISSIONER INNIS: When was this? 

THE CHAIRMAN: If you did not, you could not 
expect to hold any of it? 

ayteThat iis: right. 

Q. Because it would all go by water? 

Aue | Thetis suriguty 

COMMISSIONER INNIS: When was this done? 

A. This was done last summer. 

Q. But the arrangement of the grouping was earlier 
than that? 

A. That was years ago; the blanket group,that would 
be back early in 1910, perhaps. 

Q. Before the Panama Canal? 

A, Oh, yes, sir. 

COMMISSIONER ANGUS: Does that mean you keep 
alive the blanket group which existed for one purpose, 
even when you were applying it to another group, to come 
petition with the Panama Canal? 

A. Yes sir, The blanket group from Montreal to 
Windsor was in existence before the Panama Canal. 

Another reason for the blanket group from Montreal 
to Windsor is this: If you look at the geography and the 
routes of the Canadian railways, we go from Montreal to 
North Bay, to Sudbury, west to Fort William; and we also 
go from Windsor and Terento westward up to Fort William. 
The two distances are approximately the same. 

COMMISSIONER INNIS: It might be earlier than 
1910? 

A. Oh yes, 1+ might be. 


Q. You do not know? 


A. I will say it was as early as that. 
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Lest summer when we were increasing the Trans» 
continental rates, we got the canned goods rate from Mon= 
treal to Vancouver up as high as $1.69, I think. 

MR. FRAWLEY: What do you mean when you say you 
Naas 46 up"¢ 

A. By increasing it, by publishing 2 tariff increasing 
the rate. 

Q@. Yes? 

A. We inereased it as high as $1.69: and the canners 
soid that if we left it at $1.69 we would not get any of 
the canned gocds to the coast. So we had a meeting with 
them and we finally reached an agreement. 

Q. Talking about this blanket group, Sudbury gets 
the same rate as Montreal and Windsor? 

Ae Thatois right. 

Q. On the traffic of goods through Sudbury from Windsor 
and from Montreal? 

AvtaTHatrisearight. 

Q. In other words,another way of pultdne tps so,You 
treat everything as though it originated at Sudbury, and 
so you carry it for nothing from Montreal to Sudbury, and 
from Windsor to Sudbury? 

» Why not say from Montreal to Windsor? 


I would rather put it my way? 


> DO P 


Well, I would rather put it my way. 
@. Well, I shall put it my way and you can put it 


yours. 
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THE CHAIRMAN: Mr. Frawley, so we will know where 
we are at, what is your objection to all this now that you 
have heard the reasons given? Apparently the parties at 
different points in the east are all happy about it. 

MR. FRAWLEY: I have an objection to rate grouping 
as such, 

THE CHAIRMAN: Can you back up the criticism of the 
system which makes it dearer to bring goods to Calgary 
than to Vancouver? 

MR. FRAWLEY: I am in this part of my cross-exam- 
ination. I seem to be taking a long time with one point, 
the point simply being that long and short haul discrimin- 
ation is practiced owing not only to carrier competition 
but market competition, but that is the point I am making. 
Then when you ask me what I object to in this blanket 
group I will call Mr. Jefferson's attention, for the infor- 
mation.of the Commissioners, to the fact that in southern 
Alberta there are a group of canning factories that are 
only a few miles distant, Taber,Magrath and Lethbridge. 
Isn't that right? 

THE WITNESS: yes. 

MR. FRAWLEY: Q. They are all on your railway? 

heaves 4 

Q. No other railway having access to that area? 

A. Yes. 

Q. And they are shipping to Winnipeg and other parts of 
Alberta, trying to ship into Vancouver, and so on? 

A.They are not in a blanket rate group, if that is what 
you mean. One may be higher than the other going east or 
north, and one may be lower than the other goiag west or 
south. 

Q. The fact is you have not appplied the blanket 


Shipping zone technique to the canning industry in southern 
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Alberta? 

A... Haven’! t seen any necessity for it: 

Q. And until you see a necessity for it it just does not 
be? That is a fair inference? 

A. Somebody has got to decide. 

Q@. And at the moment it is the railways that decide 
these things? 

we That is right. 

Q@. I only want to ask you one thing about the rate on 
salt. 

THE CHAIRMAN: The rate on what? 
MR. FRAWLEY: Salt. 

@. Would you mind looking at volume 61 and turning to 
page 11850? 

fy. W850? 

Q. Yes. There is a table of changes in trans-continent- 
al competitive rates from April 6, 1942 to August 4, 1948. 
Will you just look at the rate on salt there -- it is 11852, 
Mr. Jefferson. The rate on salt from five origins in 
Ontario, Courtright, Goderich, Kincardine, Sarnia and 
Sandwich - the old rate was $1.48 with a minimum of 36,000 
pounds and the new rate effective December 9, 1942, was 
75 cents with a minimumof 70,000 pounds? 

A. That was in 1942? 

Q. Yes, December 9, 1942. 

fees NES» irs 

Q. There was no water competition there because it was 
during the period of the war when no commercial shipping was 
permitted through the Panama Canal. That is right? 

he CGaSte doen't tiniow? 

Qi Well then, “> wilbput itcto you. Wasi there any 
water competition in December, 1942 through the Panama 


Canal, because all my instructions are to the contrary? 
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A. Maybe not from Montreal. 

Q. That is right. 

A. There may have been no service from Montreal to 
Vancouver. 

24+ I do not think there was any service, 

A.That may be. 

a. I just put the question to you, why was that rate 
reduced? 

AvwloWitlebe glad\-to.tell you tomorrow morning but I 
candfet tell you this afternoon. 

Q@. Now, will you look at volume 68, page 14055. You 
are speaking there of the early. tariffs in effect in 1910 
on westbound commodity rates? 

Re VEG. Sir. 

Q. I have one question to ask you, Mr. Jefferson. 
Can you tell me when the first trans-continental  oex 
competitive commodity tariff was published to which the 
Cenadian railways were a party or which they themselves 
published? 

ew No sir, l-cannot.. 

Q. That would take a good deal of research, I thought 
perhaps you might have had that information. 

A. We went back as far as we could and found the 
tariffs that I gave reference to in my evidence at page 
14055. That is transcontinental freight bureau tariff 
No. 5-F, effective April 1, 1910, and transcontinental 
tariff 5-G.effective, August <6, 01913. . We could. noe find 
in our records or in the records of the Canadian Freight 
Association any tariffs prior to that time. It was not 
because there were not any because if you look at tariff 
5-F you will find it cancels something, but we could 
not trace it back any further because the tariffs were 


cestroyed. 
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Q. That is all I can do about that. Mr. Jefferson, ° 
have you got Part I of your presentation there in front of 
you? 

A. Yes" sar. 

Q. I want to read you a paragraph about the middle 
of Page 90. 

"The transcontinental commodity rates from eastern 

Cenada to British Columbia coast points were established 

to permit the railways to meet competition actual 

or potential via the Panama Canal and to permit 

Shippers in eastern Canada to move their products 

to British Columbia coast points in competition 

with similar products from European countries moving 

all water from Europe to Vancouver, as well as the 

competition from United States origins." 

A. Yess sir, 

Q. Is it fair to say that the rates were put in 
to move C:nadian goods to Vancouver in competition with 
American goods via rail to Vancouver? 

A. Sometimes. I can give you a case there that 
I have given you many times before and that is the 
glass bottles from Redcliff to Vancouver in competition 
with glass bottles from California to Vcrncouver. 

THE CHAIRMAN: Q. Glass bottles from California? 

A. Yeo, “sin? 

Q. Would that be water carriage? 

A. The movement from California could be water 
Or alls 

MR. FRAWLEY: Q. Mr. Jefferson, I think you 
have misapprehended the paragraph. I do not think it 
refers to rates from Redcliff to Vancouver. It speaks 


of the transcontinental commodity rates from eastern Canada 
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to British Columbia coast points having been put in to 
meet as well competition from United States origins? 

AX Yee. ce Te 

Q. Your instandeof the glass bottles from Redeliff 
would not apply there, 

A. It applies in making tie competitive rate 
to the coast but perhaps not a transcontinental competitive 
rate. 

Q. Frankly you would say that paragraph was not 
apt to describe the Redcliff bottle movement. May I put 
it to you that your desire or need to meet the competition 
of American goods, via rail to Vancouver is due to the 
fact that the United States transcontinental rail rates 
apply themselves to Vancouver? 

A. Because they do, yes. 

Q. Yes, because they do. 

Due I would not say that today we have very many 
rates to the coast made in competition with United States 
railroad rates to Vancouver. 


Q. Why is that? 


A. But we may have some, 

Q. Why do you not have as many now? 

A. Because their rates have gone up so high. 
Q. Whatever competition you do have is due to 


the fact that the Great Northern actually runs into 
Vancouver? 

A. Yes, and the Northern Pacific has rights into 
Vancouver with the Canadian Pacific and the British 
Columbia Electric Railway. 

Q. But the actual physical connection is there. 
The Great Northern runs from its main line right into 
Vancouver? 


A, They © go in over their own tracks. 
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Q. Is there similar competition from American 


producers in Alberta? 


A. From American producers? 

Q. As there is from American producers in Vancouver? 
fi, There are no American producers im Alberta. 

Q. American producers ship by rail into Vancouver 


and we have discussed that? 
Ae Yes), six. 
Q. Are there any American producers hipping via 


rail into Alberta over their own lines? 


A. Pic Ges 
Q. The Great Northern stops at Sweetgrass? 
A. Yes. 


COMMISSIONER INNIS: Q. Has the rise in rates 
on the United States lines meant that you have much more 
traffic on your transcontinental lines? 

A. What was that? 

Q. Does the sharp increase in rates in the United 
States mean that you have a great deal more traffic on 
your transcontinental lines? 

A. No, sir, transcontinental rates of the United 
States -- we will take Chicago, if you like. You can 
Ship a carload of freight from Chicago to Vancouver and 
you can ship it over the Burlington and Great Northern 
all the way to Vancouver. You can Ship it over the 
Burlington and Northern Pacific to Huntingdon, British 
Columbia, and over the Canadian Pacific to Vancouver or 
Over the British Columbia Electric Reilway to Vancouver. 
You can ship the same car of freight from Chicago to 
Vencouver over the Soo line to North Portal, and over 
the Canadian Pacific through Moose Jaw and Calgary right 


to Vancouver, all at equal rates. Rates over all routes 
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are kept on equality. 

Q. So they are really determined by the international 
through rates we were talking about earlier? 

A. 169, Sir,/and the rates..from Chicago to Vancouver 
are the same as Chicago to Seattle. 

MR. FRAWLEY?) Conine back to the absence of 
any competition such as there is in Vancouver, the absence 
of that in Alberta, it is due in part at least to the 
absence of any United States railway running up into 
Alberta? 
A. Well, I do not know what the rates would be 
if United States railroads ran into Alberta. 

Q. You know what they are with the Great Northern 
running into Vancouver? 

A. But that is a different situation. 

I daresay if American railroads ran up inte Saskatchewan 
and Alberta today you might have higher rates than you 
have over the Canadian Pacific and Canadian National today. 

Q. To the border at least? 

A. No, all the way through. 

Q. Because of these recent increases, they have 
had? 

A. Not only the recent ones, but the rates in 
general in the United States. I showed you here today 
that the rates from Buffalo to Gillette, Wyoming, even 
in 1939 were higher than ours. 

Q. I see. It is a fact, of course, when the 
American traffic reaches the Alberta border it is carried 
to its destination « at maximum rates? 

Bos For the Canadian portion of the haul on 
merchandise traffic where we have not any through 


commodity rates. That is right. I gave you some evidence 
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of that as to agricultural implements. 


Q. Now, Mr. Jefferson, I want to discuss Page 94 
of Part I of your submission with you. 


THE CHAIRMAN: We will take a few minutes 


recess. 


-~--Recess. 


(Page 16017 follows) 
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UPON RESUMING... 

THE WITNESS: May I answer a question you 
asked me on salt? TI have forgotten the page 
reference now, ~ 11852, was ite 

MR. FRAWLEY: 11852, that is right. 

THE CHAIRMAN: This is about salt? 

THE WITNESS: Yes; sir. Now, the rate on 
Salt, of 75d, minimum 10, 000 lbs., that was 
published from Ontario Shipping points to Vancouver, 
effective in December 1942, was published to meet 
import competition from California. 

THE CHAIRMAN: I didn't hear the last. 

A. ...published to meet import ccompetition 
from California. 

MR. FRAWLEY: Now, Mr. Jefferson, will 
you look in your Appendix at the tables on pages 81 
be -O3, and I just want to sak you a question there. 
You make the statement on page 94 of your Brief, 
that only two items on the table indicate carmile 
earnings below the System average so there is no 
doubt that these rates are reasonably compensatory? 

A. Where is that? 
Q. 


u 


That is on page 94 at the top of the page 
ef Part 1. 

A. You are not disputing the number? 

Q. Yes, that iss what I wanted to ask you about, 
Mr. Jefferson. 

A. Don't mix upp the two tables. 

Q. I am dealingg with the table on pages 81 and 
82. 

THE CHAIRMNAN: Is that about the middle of 

949 
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MR. FRAWLEY; No, at the POmcor Ot. 
THE WITNESS; Yess but i think I am rignt, 
Mr. Frawley. 81 is dealt with by itself and then 82 
and 83 are dealt with together, because 81 has 
eastbound rates and 82 and 83 have westbound rates, 
Q. So you are dealing at the top of 94 with 
the table at page 829 
As Noerous 
Q. Well, that is what I said in the first 
place -- 81. Now, looking at 81 then, and looking 
at the carmile earnings, I suggest to you that there 
are in fact 7 out of 12 below the System average 
of 35¢ and’ I do not want to take too m ch time with 1t.. 
Perhaps you can check that yourself overnight if you 
wish, because, you see, you told us that the System 
average was 3549 
An eV Yes yest x 
Q. And just a quick look at that will indicate 
that there are seven that are be low the system average? 
A. That may be; I don't know the reason for that. 
Q. That may be something that you perhaps 
can clear up. Then, I want to call your attention 
to the table on page 82, ana I suggest that that 
table will show 10 out of 24 below the average of 
35¢ for 1948, and you can perhaps examine into that? 
A. Do we make any statement on that? 
MR. EVANS: There is no statement made in 
the Brief. 
MR. FRAWLEY: Well, the statement made in 
the Brief is that, "There should be no doubt that 


these rates are reasonably compensatory"? 
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THE CHAIRMAN: "In view of the long haul 

oess rates are compensatory"? 

MR. FRAWLEY: "In view of the long haul 
involved and in view of the fact that only two 
items on the table indicate carmile earnings 
below the system average, there can be no 
doubt that these rates are reasonably com- 
pensatory"9 

MR. EVANS: With regard to Chat, “wav 

refers to the table on page 81, and there is no 
doubt that that probably should have had "only two 
items are substantially below ...". But with regard 
to the table on page 82, there is no equivalent 


Statement made in the Brief von “that. 


MR. FRAWLEY: Now then, the carmile revenue 
average for 1949 will be better than for 1948, because 
of the increases which you have had? 


fa, “Liwouldesasreso . 


Q.. So that it would seem a proper observation 
to say that if you use the 1949 average, even more 
than thine 10 on page 82 would be below the system 
averagers? | 

Af. Not appreciable, but they might be a little 
below.., 

Q. Now, Mr. Jefferson, you say in Volume 77, 
at page 15476, just near the beginning - 


he) Yes. Sir. 


Q. You say there, at the top of the page:- 
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come below anything unless Alberta can esta- 
blish that the rates to Alberta points are in 
themselves unjust and unreasonable". 
THE CHAIRMAN: Pardon me, where is that 
in the Brief - what page? 
MR. FRAWLEY: At the top of the page at 
the beginning of the first full paragraph. 
THE CHAIRMAN: You are referring “to ‘the 
Transcript? 
MR. FRAWLEY: I am COrrys veo, Sir. You 
will find the same ching, "Sir, in Part IT at page 
118. 
THE CHAIRMAN: Now, what is the quotation? 
MR. FRAWLEY: On page 118 it is the 
beginning of the third paragraph. 
THE CHAIRMAN: "At the outset... "9 
MR. FRAWLEY: Yes, sir. Now, Mr. Jefferson, 
let me put it to you, that you have a competitive 
rate between two points of $1.00 and a rate to an 
intermediate point of $5.00. Do you think that the 
$5.00 rate would be just and reasonable? 
. A IG Might’ be. 
Q. It might be? 
A Yes, it depends on the circumstances. 
Q. Well then, no matter how many times greater 
than the competitive rate was the intermediate rater, 
that fact is of no Significance to you? 
A. Wo, sir. 
Q. Then, just following that up, will you look 
at Volume 61 again, and to the table of rates at 


bage 11768? Now, on that page, you will find a rate 
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and it has been referred to before, on unfermented 
grape juice, of $1.33 to Vancouver, $2.82 to Calgary, 
and $1.31 to Bonheur, Ontario. 

A. Those are not current rates. 

Q. No, they are not current rates, but they 
Were, Defore ithe revision of 1-7, I think. They 
were the rates in effect for some appreciable time? 

A. Yes, I don't know what they are today. 

On don't ‘know, but for my purpose it is not 
worthwhile running it down, Mr. Jefferson. 

A. Well, the spread might be quite different, 
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Q. Well, that is true, thet is true, it might be 
Somewhat different. Now, the mileage from Toronto to 
Bonheur is 940.7, as we have checked it in the distance 
table? 

Be 66S. 

Q. Still looking et this page 11768. 

A. I do not seé any miles on it, 

Q. No, there are no miles there; perheps you will be 
good enough to eccept that mileage subject to check? 

A ee PLES, 

Q. From Toronto to Bonheur 940.7, and the rate is 
$1.33, end the rate from Toronto to Vancouver is oi 633 or 
was at this time, and the mileage is 2694.7. Now, Mr. 
Jefferson, I just want to be clear as to whether you are 
Saying thet, even though the rate is the same for one- 
third of the haul -- are you checking the distences, Mr. 
Jefferson? 

A. Checking the rate. Apparently the rate todey on 
the unfermented grape juice from Toronto to Vancouver is 
NOt (Sasa et eo, SL, 

Q. And whet is it to Calgary? 

A. Céalgery? 

<.  Lees 

A. I would say offhand that Calgary would be -- oh, 

I don't know whet class it is; probably fourth class. 
THE CHAIRMAN: Q. How much? 

A. I could give you the rate if it was fifth class, 

bu f don?’ +" tmnow-== 

MR FRAWLEY: Q. I am not interested in following 
it up; if you’ want to get it in the record all right, but 
as far as I am concerned I would like to discuss it with 
you on the ‘basis es it was at the time this exhibit wes 
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Yes, but the only thing, Mr. Frawley, is that I 
do not think, when the rate to Vancouver is over 8 dollar 
more than it was then, end the other rates have not gone 
up 8s much, thet the discussion leads to one thet is 
comparable, that is all. 

Q. I don't think it matters, when you tell me that 
the intermediste rate example I gave you, of 2 competitive 
rate of one dollar end a rate to an intermediste point of 
five dollars, had no Significance to you; then it does not 
matter to you thot the rate to Bonheur was the seme es the 
rate to V ncouver for one-third of the distance? 

A. If you: want’ me to egree thet I do not think the 
Drinied p26. tbs wrong, I will agree with you, as long 3s you 
do not put the emphasis on the difference in rate, 

Q. Well, you say it has now disappeared? 

A. Nos; beecsuse it igs different; it is not e correct--- 

Q. That is right; you say that the difference now in 
this page has dissppeared? 

A. Yes. 

Q. But at the time this table was prepered those were 
the relative rates? 

A. Why not telk sbout the present? 

Q. Well, at the moment I am talking about this, Mr. 
Jefferson, end I think we can get on a lot better if we 
Will just telk about this particular sheet. The rate to 
Vancouver was $1.33 and the rate to Bonheur was ee 
roughly the same, the distance is one-third, and I am 
Simply putting it to you on this question in your brief 
that we must show that the rates to Alberta points are in 
themselves unjust and unreasonable, and I am only testing 
how fer you would go with thet point, and you would equally 
well say thet the people in Bonheur would have no cloim to 


protest egainst thet rate being unressonable merely beceuse 
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it wes not the some as the rate to Vencouver, which was 
three times es far? 

A. Dealing with the principle only so long as we sre 
making some money out of the rate to Vencouver. 

THE CHAIRMAN: Where is this place you call Bon- 

heur? 

MR FRAWLEY: It is west of Fort William 3 few 

miles, sir, 

THE CHAIRMAN: It is in Ontario? 

MR FRAWLEY: In Ontario, 

Q. Now, Mr, Jefferson, still in volume Tle Wid you 
go to page 15483, a few pages farther on. It is ssid there, 
in the second peregraph: 

"As to the second principle, that the competitive 
rate should more then cover the additional expense 
incurred by the traffic to which it applies, this also 
Ls 2, principle not only recognized by the rallweys" -~« 

Now, the rest of it is what I want to call your attention 
to -- 

"put which must inevitably be recognized by the Board 

of Transport Commissioners in determining whether 

competitive rates ere compensatory or are unreasonebly 
low," 
I only want to ask you about thet, Mr. Jefferson, whether 
to your knowledge the Board has ever disallowed a competitive 
rate which creates long and short heul discrimination 
because it was not compensatory in that sense, that is, 
thet 1t should more than cover the edditional expense in- 
curred by the traffic to whieh it applies ? 

A. I do not know. I cannot remember all the decisions 
of the Boord, 

Q. I put it to you thet the Board does not examine 
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end short haul discrimination? 

A. That is right. It does not examine eny rate 
except on complaint. 

Q. Now, at page 15483, the seme page, desling with 
whet you call the fourth principle, you say: 

"As to the fourth principle, it is implicit in 
the Railway ‘ct thet the competitive rete must not be 
lower then is necessary to meet the competition, 
There is no doubt that on complaint, the Boerd under 
its existing powers, could dissllow any rate which 
did not measure up to that yardstick." 

A. "There can be no doubt". 

@. That is right. 

As “You?saidte»no doubt, 

Q. I should say "There cen be no doubt". Now, do 
you know whether the Board has ever dissllowed = rate on 
that basis? 

THE CHAIRMAN: On what basis? 

MR FRAWLEY: On the basis that it must not be 
lower than is necessary to meet the competition. 

THE WITNESS: I would hope not, because I would 
hope thet we aEPi nails e rate lower than was necessary to 
meet the competition, 

Q. Iam only asking you whether or not you know of 
any instance in.which the Board has disallowed a rate on 
that basis, and I am of course referring, mind you, Mr. 
Jefferson -- I think you know that I am -- to a competitive 
rate which creates long and short haul discrimination? 

&. Yes, sir. 

Q. That is the kind of competitive rate I em speaking 
of; and you say you do not know of sny instance in which 


the Board has disallowed the competitive rate on that basis? 
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THE CHAIRMAN: Q. Has the Boerd dissllowed many 
competitive rates on any basis? 

MR FRAWLEY: Mr. Jefferson perhaps could tell us. 

Q. <Any competitive rate, whether they create long end 
short haul discrimination or otherwise; now, that is 3 
broader question, Mr. Jefferson. Do you know whether the 
Board has disellowed many competitive rates, whether they 
create long and short haul discrimination or not, on that 
basis or on any basis? 

A. I do not know; I will have to esk Mr. Evens. 

Q@. Well, in your knowledge? You sre the man that 
makes the rates. Have you had meny of your rates dis- 
allowed for that reason? 

Rae NO wrsizyy nee that & know: of, 

THE CHAIRMAN: Q. For any reason at a11? 

MR FRAWLEY: Q. For any reason st all? 

Competitive rates disallowed by the Board? 

Q. Yes? 

A. Not-that I could point out to you right sway. 

COMMISSIONER ANGUS: Q. Has the Bosrd ever been 
asked to disallow them ? 

MR FRAWLEY: Q@. Do you know, then, of any applica- 
tions to the Board to disallow e competitive rate?-- for any 
yeason, Lf take 1%, sir. 

A. Well, I know of one where the steamship lines 
asked the Board to disallow a rete; whether thst was the 
railway that asked that or not--- 

Q. Wasn't that under the Transport Act? 

Yes, Bir. 


Under the Transport Act? 


O 


A. Well, under the Transport Act--- 


Mr. Evans says that was an egreed cherge. 
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MR EVANS: Well, thet is enother one, 
THE WITNESS: On cenned goods, I think it was, 
where one weter line filed a very low competitive rate 
to the head of the lekes and the other weter lines objected 
to it. All these are carriers now under the regulation of 
the Board, and the Boerd disallowed the rate, I have 5 
recollection of that case. 
THE CHAIRMAN: Q. The Boerd disallowed what rate? 
A. The lower competitive rate published by the water 
CarMlen, 
Q. By the water carrier? 
Ae, Panes'4 822. 
Q. Well, we are talking of railweys now. 


A. I do not know of any of the railways. 


(Page 16031 follows) 
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MR. FRAWLEY: You say you do not know of any 
rail rates? 

Be NO eth, . 

THE CHAIRMAN: You do not know of any rail com~ 
petitive rates that were ever disallowed in the east? 

A. No sir. There may have been some. 

Q@. But you cannot remember? 

A. I cannot recall any at the moment. 

MR. FRAWLEY: I now call your attention to 
exhibit 135. I do not know if you have it handy. It is 
a statement entitled "Retes on Cenned Goods, Eastern 
Canada to Pacific Coast", 

Hee Who fiten: Ir? ; 

Q. It was filed by us. And it shows the rates which 
were in effect. I think I can put my question to you quite 
Simply without you having to look up the rates? 

A. I have not got the exhibit. 

Q@. Then I shall show you this rate. You put ina 
rate of 65 cents in May, 1936 and again in June, 1937, 
the tariffs being CFA X-716 and CFA X-706, an. all 65 cent 
rate from groups A and B to Vancouver in 60,000 pound 
minimum. Do you recall that? 

ee Les “sir, 

Q. I put it to you that the car mile rate on that 
65 cent, per hundred weight, was 13 cents per car mile. 

-A, That was not in 1950. 

oe Uh No, “That was in’ 1056, 

A. No, in 1936 and 1937. 

Q. But was it not renewed in 1938? 

A, It apparently was cancelled at the end of November, 
1937 because, effective December 1, 1937, it was increased 
to 75 cents. 


Q@. I see. And then, wasn't there another rate? 
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A. It did not apply, because this one took its place, 

Q. Well, that rate was in, and woulda you say it was 
compensatory while it was in? 

Ay It was at the time. 

Q. You say it was at the time? 

A. Yes sir, We were ina depression period there and 
we were hungry for some business. 

Q. Now, I want to take you to page 15498 in Volume 
77 where you make this statement: 

"In the United States relief has generally been 
rejected #-—" 

A. Where is that? 

Q. About the middle of the page. 

A. Oh yes. You started a sentence off with the word 
"generally", 

Q. "In the United States relief has generally been 

rejected in regard to transcontinental rates to 

& greater extent than in the case of other com~ 

petitive rates, because of the policy of Congress 

to afford protection to inter-coastal shipping." 

You are speaking of relief from the long and 
shortehaul rule? 

Ay That is right. 

Q. Now, is this what you are saying: That the 
Interstate Commerce Commission gives the carrier the 
option to’ not put in the low rate at all, orto put it 
in and blanket it back to the intermediate point. That 
is the sum and substance of rejecting or refusing the 
relief, is it not? 

A. It would be relief to the carriers to use their 
description, 

Q@. That is right: and they could either not put in 
the rate at all or pub 7 inv Buboit ‘they did pat 2t 
in, they would have to blanket it back to intcrmediate 
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" points. 

A, It might be attacked as a measure of other rates. 

Q. You say it might be attacked as a measure of other 
rates? 

As. Yeas 

THE CHAIRMAN: Is the word "attacked"? 

Ay I mean: by them. If they voluntarily made a 
rate on canned goods, let us say, lower then was in effect 
without any relief, and some other shippers used that rate 
in comparison with some rate they had to put in for an 
equal distance, they would have to show the reason why they 
charged a higher rate in one instance and a lower rate in 
another instance, for the same mileage, 

MR. FRAWLEY: You said you were talking of 
canned goods? 

Ay, YES 

Q. Well, we are not. I was discussing this statement 
in your brief, and it does not refer to canned goods. I 
want to get what this means with respect to protection of 
inter-coastal shipping? 

As -I think L..answered ‘that. 

Q. This statement in your brief means, I take it == 

THE CHAIRMAN: You are talking of 2 brief now? 
MR. FRAWLEY: No, it ts the transcript. I am 
sorry. 

Q. In other words you feel and you say that the 
Interstate Commerce Commission is making it difficult.for 
the rails to compete with water carriers? Is that 
correct? 

A, On transcontinental traffic. 

Q. On transcontinental traffic? 

A, You see the point there is that, as we say further 


On == maybe you read it == the policy of Congress is to 
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afford protection to inter=coastal shipping. 

Gang TROb Is pight., 

A. They do not want rail rates made so low as to put 
inter-coastal Shipping out of business. 

Q. Then it is a fair summary to say, as I have said, 
that in your view the Interstate Commerce Commission is 
making it difficult for rails to compete with water 
carriers on transcontinental rates because the port rate 
is higher than necessary to meet the water competition? 

A, What is that again, please? 

Q. You say that the Interstate Commerce Commission is 
making it difficult for the rails to compete with water 
carriers, the reason being that the port rate is higher than 
necessary to meet water competition? 

A. The port rate by rail? 

Q@. The port rate by rail. 4 

A. Yes. I would not say "necessary"; but higher than 
it should be to enable rail lines to get the business. 

Q. As against that, is it not a fact that the ship 
Owners are and héve been complaining, and are still com= 
plaining that the transcontinental rail rates are go low 
that the shippers cannot compe te? 

A. I agree that the rail and water lines are always 
in disagreement as to what the rates should be by each 
mode of transportation to compete on a competitive basis. 

THE CHAIRMAN: What is the application to us? 

MR, FRAWLEY: The application to the Interstate 
Commerce Commission? 

THE CHAIRMAN: No, no. To our case? 

MR. FRAWLEY: Except that there is a suggestion 
that the relief from the violations would have been due 
to the ability of Congress to afford protection to 


inter-coastal shipping. That is the statement I challenge» 
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that the ship owners are complaining to the Interstate 
Commerce Commission thet the transcontinental rates are 
not too high but too low and that Ships cannot compete, 
The inter-coastal fleet is Only 25 per cent of what it was 
before the war, 

A. I have no doubt it is less. That has nothing to 
do with Alberta receivers. 

THE CHAIRMAN: Where you have Congressional 
instructions to a rate=fixing Board that nothing must be 
done to injure other railways on the one hand or the ships 
on the other, shippers by vessels, there must be quite a 
lot of room for contention between the two classes, between 
the railways and the vessels. 

MR. FRAWLEY: I would think so, 

THE CHAIRMAN: It must make it pretty hard for 
the Board? 

MR. FRAWLEY: I would think so. 

THE CHAIRMAN: We have not got that in Canada. 

MR, FRAWLEY: No. We have no express declaration. 

THE CHAIRMAN: What are you saying? Are you 
saying that in the United States the railways are undere 
cutting the ships, according to the attitude taken? 

MR. FRAWLEY: That is what the Ships Bay, “si2", 


THE CHAIRMAN: Yes? 

MR. FRAWLEY: All we know is <= 

THE CHAIRMAN: And what use is that to us? 

MR. FRAWLEY: All we know is that the raits have 
put in rates which they have blanketed back to intermediate 
points. 

THE CHAIRMAN: Yes? 

MR. FRAWLEY: And the contest is still going on. 

THE CHATRMAN: Just 4s here we find rates 
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MR, FRAWLEY: Oh no. That is an exception, sir. 
They are certainly not blanketed back to Brooks, We have 
learned that this afternoon. 

THE CHAIRMAN: Have we any parallel situation 
to that in Canada? 


MR. FRAWLEY: Oh, no. That is Alberta's grievance, 


really. 

THE CHAIRMAN: That is what I thought, That is 
what you want? 

MR, FRAWLEY: That is what we want, sir, 

Q. Now, Mr. Jefferson, I want to take you, in the 
same volume 77, to page 15504 where you said this; when 
Mr. Carson asked you: 

"Q. I take it, Mr, Jefferson, that if, under 

the law, you were compelled to carry the com- 

petitive rate back to points in Alberta, you 
would forego the coast business?" 

And you said: : 

"A, We could not afford to do otherwise. The 

loss of revenue to the intermediate points would 

be too great. This would be harmful to the 

Overeall revenue picture of the railways." 

Now, let me put this to you: Would you say that 
the relief perhaps of the C8nadian Pacific's terminal 
business to the port and intermediate business was 
different in any important respect from the relief, per- 
haps, of the Santa Fe, let us say? 

A. Maybe not, I do not know, 

Q. Now, the Santa Fe, as you know, endures the rigid 
long 8nd shortehaul rule on transcontinental traffic which 
is in force in the United States? 

A. They are obliged to. 

Q. But they are enduring it from day to day. 
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Do you know of any road in the United States that 
has foregone traffic to the coast because of the rigid 
application of the long and short-haul rule to transcone 
tinental traffic? | 

A, I have no doubt but what the transcontinental - 
railroads are doing it every day in the week in dealing with 
applications for transcontinental rates to capture business 
that is moving by water. And if they did reduce the rate, 
they would have to apply it to the intermediate points 
But knowing they could not get relief from the Commission, 
therefore they just would not do it. 

Q@. There are some rates which are in between the area 
but the greater proportion of their traffic is traffic 
subject to the long and short-haul applisation? 

A. What do you mean? 

Q. Take the Chicago and North Western, running from 
Chicago to Council Bluffs? 

A. What about it? 

Q@. That road is virtually lier tae on long and shorte 
heul. treffic , 

A. on OReno:. 

Q. No? 

A. The Chicago and North Western is a railroad of 
Substantial size, and it has an enormous amount of traffic 
which is not trancontinental traffic. 

Q. I mean as to its transcontinental traffic, as to 
its traffic from Chicago west, it is very closely related 
to the rigid application of the long and short-haul rule? 

A, Sure. But if they knew it was going to pull down 
their revenue on all the intermediate traffic, I do not 
care whether it is on the Chicago and North Western or on 
the Union Pacific with whom they are connected, they would 


not reduce the rate to the coast. 
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Q. They are participating in coast business. They are 
hauling goods to the coast on rates, terminal rates that 
have been made to comply strongly with the long and shorte 
haul rule? 

A. That is right. But they might get a lot more 
transcontinental traffic if they were allowed to have a 
lower rate to the coast without pulling down intermediate 
territory. 

Q. That is true, But they are enduring the present 
situation? 

A. They endure it because they have to endure it. 

Q@. I asked you if you knew of any road that had fore- 
gone traffic to the caast because of the rigid application 
of the long and shortehaul rule? 

A. I told you that it did every day. 

Q. But that is just your surmise. is 

A. Well, they have a transcontinental committee which 
sits in Chicago all the time and de@éls with transcontinental 
rates for all the railroads on the Mississippi River, deciding 
Whether they will or not reduce the rates to the coast. 
And I am sure they would not reduce the rates to the coast 
if those rates must apply to intermediate territory, and 
if they were going to affect their intermediate territory. 

Q. But they would give up territory and let the water 
take it? 

A. They would have to. 

Q. Look at page 15507. 

THE CHAIRMAN: All these railways get together and 
fix the rates? 

A. Oh, yes. 

Q. You say they have got a committee sitting in 
Chicago constantly? © 


A, Yes sir. They have what is known as a Transcontinental 
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Committee which sits in Chicago all the time. It 4s called 


the Transcontinental Freight Bureau, 


Q. 
AY 
Q. 
before 


A. 


Is there anything comparable to it in Canada? 
Possibly the Canadian Freight Association. 

We had a Mr. Gaffney who represented some body, 
us? 


That was the Railway Association of Canada, which is 


more an operating part of the railways. 


Q. You say there is a commmon committee, a rate 
fixing committee of both railways. Is there any other 
association? 

Pd Some piar 


MR. EVANS: There is the Canadian Freight Associa- 


tion, and there is the Railway Association of Canada. 


A. 


That is right. 
THE CHAIRMAN: How is the Canadian Freight 


ASsociation made up? 


Ay 
Q. 
ce 
Q. 
A. 


By all the railways in Canada. 
Similar to what you said was going on in Chicago? 
That is right. 

Does it sit right along? 


It does not sit continually. They have meetings 


every month for about a week during the month. 


Q. In Montreal? 
A. Either in Montreal or Toronto. Principally in 
Poronte . 
THE CHAIRMAN: We shall adjourn now until to- 
morrow. 


(--At 4.45 p.m. the Commission adjourned until 


tomorrow, Wednesday, February 22, 1950 at 
10,30 o'clock in the morning.) 
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Ottawa, Ontario, 
Wednesday, February 22, 1950 


MORNING SESSION 


---The Commission met at 10.30 a.m. 


Oisk. JEFFERSON, RECALLED 


CROSS-EXAMINATION BY MR. FRAWLEY (Cont'd) 
ee eet 


Q. Mr. Jefferson, would you please look at volume 61, 
page 11852. I was asking you yesterday about the change 
that you made in the salt rate from these Ontario plants 
west, and you told me that it had been reduced from $1.48 
Lond Secentses.that.isy.the transcontinental rate to Van- 
couver had been reduced from $1 48 to 75 cents, and 
the minimum of 35,000 which was at $1.48, was increased 
to 70,,000 at.75ecents. You told me that that had been 
because of California competition? 

A Yesnucilr: 

Q Revenue-wise, Mr. Jefferson, this must have made 
a big change for the worse in your net revenue position? 

Be If there was a movement at $1.48 rate, we would 
have earned less per 100 pounds than we did at the 75-cent 
rate, yes 

Q. You agree with the general proposition that your 
net revenue was worsened on that movement? 

THE CHAIRMAN: No; he says, if there was a 
movement. 
THE WITNESS: If there was a movement at $1.48 
THE CHAIRMAN: Q Your point is that there was -- 
A I don't think there was; I think that is why we 


reduced it. 


MR. FRAWLEY: Q I suppose there was a movement - 


you say that at $1.48 there was no traffic? 
h. I doubt if there was any traffic at the $1.48 
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rate; there may have been a little; I wouldn't say there 
wasn't any. 

Q. My statement does not Say how long the rate was 
in; these are merely changes which my statement indicates. 
Had that rate of $1.48 been in force for some time before 
that? Perhaps for years? 

A No doubt. I don't know what the present rate 
is -- it is $1.10 and a minimum of 85 cents. 

Q Mr. Jefferson, I am not worried about the present 
rate; I am only asking you if you. can tell me how long 
the rate of $1.48 was in before December, 1942, at the 
time you changed it to 75 cents? 

A I don't know whether we have that information 
here or not. You did not have the history of this rate 
in your exhibit? 

Q No, merely the change. 

A. Paseo y 

Q. You are leaving the impression with me that for 
all intents and purposes the rate began at 75 cents? 

A No, I am not. We had a rate in 1942 of $1.48; 
to what extent that rate was being used to the coast, I 
don't know. We apparently were not getting the business, 
therefore, we reduced the rate to 75 cents to get some 
business from eastern Canada, because of the competition 
with California. 

THE CHAIRMAN: Q. Did you get the business? 


A. We got the business. You mean after we reduced 
the rate? 
Q. ese 


A. We did. I won't say we got all the business, 


but we got some. 


MR. FRAWLEY: 2. You say, Mr. Jefferson, when 


you shifted those maxima that the gross revenue remained 
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the same, did you not? 


ie When we Shifted the maxima? 


a You changed the maxima from 36,000 at $1.48 


to 
70,000 at 75 cents. I suggest that retained for you 


the sme gross revenue? 
f. You mean that the $1.48 rate at 36,000 pounds 
produced the same revenue per car as the 75 cent rate at 


70,000 pounds? Mr. Buckingham just handed me a pLlece: OF 


paper here showing the $1.48 rate at 36,000 pounds produced 


ee per car revenue of $532, whereas, the 75 cent rate at 
70,000 pounds produced a per car revenue of $525. 

Q. How much at the new rate? 

Ne 75 cents for 70,000 pounds, $525. 

Q. Now I am asking you to tell me whether or not 
you lost revenue, whether your net position was not worse? 

A It was worse to the extent of $7 per car and 
the extra cost of hauling 70,000 pounds as compared with 
36,000 pounds. 

COMMISSIONER ANGUS: Q. Is it the general 
assumption that if there was a minimum rate at 36,000, 
that that is the actual rate of every car? 

(oe Not necessarily. 

Q. It is open to someone to ship 70,000 pounds at 
that rate? 

A. If they ship 70,000 pounds in 4 car during the 
period of the $1.48 rate, the earnings on the car would 
be very much higher. 

Q. So that your figure for the 70,000 pound car is 
the ceiling figure, while the figure for the 36,000 pound 
is the minimum figure? 

A. Is the minimum figure. The 70,000 pounds is 
not necessarily the ceiling; they may load 100,000 pounds. 

MR. FRAWLEY: Q. You told me a moment ago that 
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your net position would be less by the $7 difference in 
the car mile revenue, plus something else being the 
difference in the cost of moving a 70,000 pound car 

and a 36,000 pound car. Could you tell me how much more, 
that is, how much to add to the $7? 

, No, sir. 

Q. You could not tell us that at all? 

A. Noy sire 

Q. Mr. Jefferson, will you turn back to page 11851; 
I wish to call your attention to what you did with cement. 
At the top of page 11851: you say you reduced your rate 
on July 30, 1942, from the old rate of $1.48 with a 
minimum of 40,000 to 75 cents with a minimum of 60,000. 
Now why was that done, there being, I suggest to you, 
no water competition at that time? 

A. I will have to wait until I get my sheets. The 
statement I have here was that in July, 1942, we reduced 
the rate on Portland cement from Paris, Ontario, to 
Vancouver, from $1.48 for 40,000 pounds to 75 cents for 
60,000 pounds, to meet import competition from England. 
The present rate is $1.25. 

THE CHAIRMAN: With what minimum? 

A. 50,000 pounds. 

MR. FRAWLEY: Q. Now on page 11853, I wish to 
ask you again about flooring aggregate, which is at the 
bottom of the table. You reduced the rate on December 5, 
1944, on flooring aggregate, from $1.20 with a minimum 
of 70,000 to 75 cents with a minimum of 70,000; in 
other words without changing the minimum. Can you tell 
me why you reduced that, and again I suggest that there 
was no water competition at that time? 

Pine le will. see Af. L. can. tell, you, that. 
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this British competition that you said you were meeting on 
Portland cement, did that come by water? 

A. Oh, yes. 

Q Through the Panama canal? 

A. YES, Sir: 

Q That is in July, 19429 

A Yes, Sirs 

Q. But iS definitely was an all-water movement on 
British cement to the west coast? 

A. Yes: 

Q. That 18 what you say you were meeting. I can 
go on with something else if Mr. Buckingham wants to take 
some time to look that up. 

MR. BUCKINGHAM: I don't see it at all; I don't 
sce -1lt in the tariffs to-day. 

MR. FRAWLEY: Q. I shall pass on to something 
else, Mr. Jefferson, and if Mr. Buckingham can get that 
L wWiltycome- back \toh1t: 

MR. BUCKINGHAM: It is probably in the middle of 
a large item. 

MR. FRAWLEY: That may be; I don't know, Mr. 
Buckingham. 

Q. Mr. Jefferson, in volume 77, at page 15507 -- 
you have that? 

Be. Yes; sir. 

Q. About a third of the way down the page you say: 

"At the present time there are 54 commodity 
items naming eastbound transcontinental rates 
from British Columbia coast points to destinations 
in eastern Canada. In no instance has the 

Montreal and Toronto rate been applied as a 


maximum to the intermediate points Winnipeg and 


west." 
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In other words, what you Say there is that there is what 
I call the long and short haul discrimination with respect 
to, traffic? 

A. That is, that we charge a higher rate to Winnipeg 
than we do to eastern Canada? 

Q. Yes, Mr. Jefferson, that is the fact. 

A. That is what you call the long and short haul 
discrimination. 

Q. I think we can take it that that is in the sense 
whicha! use. te You can always add that when you are 
answering me about it. 

A, Yes, sir. 

Q. AS to Winnipeg and west, it is a fact, is it not, 
that for a number of years there were a number of com- 
modities where you did apply the Montreal rate as a 
maximum to intermediate points, such as Winnipeg and 
Regina? 

iB I don't know. If you could give me a refer- 
ence to some commodity I could check it up. 

Q. Li wiads seen whatiIecan do aboutiit. But I 
want to make it clear that you did for a number of years 
on, atnumber:; of: 1 tems-.do'so.;...-1f Lam right;. that 
would be without practising the long and short haul 
discrimination? 

A. If we applied Montreal rate as a maximum to all 
intermediate points west of Montreal, yes, sir. 

Q. No, I am just putting to you what was done on 
a number of commodities: you applied Montreal rate as 
a maximum to such intermediate points as ames and 
Regina. That is as far as my instructions go. 
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Q:. Now, Mr. Jefferson, I would ask you to be good 
enough to have that matter looked up for me, evennhs =I 
have to come back to it. In other words, I would like 
to know when that adjustment was removed. 

BY. I can't look it up without some information as 
to what commodity you are talking about. 

Q. Even to begin to make a search of the matter you 
would have to have a commodity? 

A. I wouldn't know where to begin. 

Q. You would have to have some commodity to enable 
you to make any search at all? 

A. eng BOL: 

Q. Now, Mr. Jefferson, I have two commodities to 
suggest to you in connection with that last question -- 
tea and rice? 

A. Well, I gave you the answer on tea the other day; 
I told you what we did on tea in my evidence. 

Q. Can you restate it very briefly for me, because 
I haven't. got the note here? Was tea an instance where 
you did apply the Montreal rate as a maximum or not? 

A. NO dothink at Wass one where werdiownor. tL 
don't know that I can give you the reference to it. 

I would not like you to stop now and -- 
Here Lt is rlehte here, 


You have it there? 


re) Gi Soke 


On page 15506 of the transcript: 

"All import shipments of tea, for example, 
both the less than carload and carload rates to 

Calgary are the class rates of first class and third 
class respectively. To Regina and Winnipeg, the 
Winnipeg rate on the boundary (Noyes) combination 
is applied on both less than carload and carload 


shipments. At the present time the less than 
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carload rates to Toronto and Montreal are lower 
than the rate to Winnipeg. In fact, ‘they are 
at present below the New York rate which rate is 
customarily applied. In the case of carload 
Shipments the rate to Toronto and Montreal 4s 
higher than the rate to Winnipeg and Regina and 


is in fact the New York rate." 


(Page 16048 follows) 
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Q. Now, I am sorry I let you read all that, 
because, Mr. Jefferson, you are now Stating what 
the situation is today? 

Pee S255. Sin, 

Q. Now, Mr. Jefferson, really I want to make 
it clear I am going back to a time in the past, and 
I am asking you when it was that the previous situa- 
tion, which I suggest to you was the fact, was ad- 
jJusted. You have told us precisely what it is 
today, Mr. Jefferson. We are not under any mis- 
apprehension about what the Situation s..today. . 1 
Suggest there was a time when the present situation 
did not obtain and I am asking you for information 
as to when the situation was adjusted. You say 
you will have to look into that matter, will you? 

A. I don't know when it was adjusted, if it 
existed. I do not know that it existed. 

Q. You are not accepting from me the fact 
that it existed at all? 

Pien Une tede. Picht . 

Qe AldbeT am asking is that you would be good 
enought to make some inquiries and let me know. 

A. How far back do you expect me to go? 

Q. I don't know how far back, Mr. Jefferson. 
You know a great deal more about this shipment 
and how long it was on than I do, and I would like 
you to make some research and find out. 

MR. EVANS: May I just say this? Surely 
if we are going to have to review the history of 
all these rates, that is one thing, but it does 
seem to me that the important thing is what the 


Situation is today - not what it was twenty years 
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ago or thirty years ago. There may have been 
reasons - - 

THE CHAIRMAN: TI would Just like to say 
this, we here are interested in getting back to 
some principle. Will you tell me what point you 
are seeking to establish. 

MR. FRAWLEY: I want to examine what the 
course of the practice of long-and-short-haul 
discrimination has been over a period, and what it 
wo codey. It Simply is a part of my case that there 
is now long-and-short-haul discrimination, and if 
vam right, in ‘that instance, they made an ad just- 
ment .When they applied the Montreal rate as maximum 
then there was no long-and-short-haul discrimination 
Such as there is today and every day and always 
has been as far as Alberta is concerned. Now, I 
just want to put my finger on what the past 
experience was. IT think it>4's important to the 
Commissioners to know whether there was in fact any 
practice of that kind and why. 

THE CHAIRMAN: I suppose what you want 
ultimately is some statutory prohibition against 
long-and-short-haul discrimination? 

MR. FRAWLEY: Of course, sir, I have a 
rather complete submission to make as to what should 
be the treatment of long-and-short-haul discrimination 
henceforth, but I think at the moment I want to 
lay before the Commission - I won't Say inconsistencies - 
but just what the practice has been. 

THE CHAIRMAN: You want to show that it 


has existed? 
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MR. PRAWLEY: And that there was a time 
when it did not exist. 

THE CHAIRMAN: And you want to show that it 
Scull exists? 

MR. FRAWLEY: No, we know what the story is 
now. I think I can settle it right now by calling 
the witnesses' attention to a Judgment of the Board 
of Transport Commissioners in 1917. 

MR. EVANS: Just a minute, Mr. Frawley. It 
Seems to me to be this. Let us Suppose in the reverse 
case that you could show there were twenty five 
hundred cases of unjust discrimination in the past 
which had all been remedied. Now, what possible 
use would that be in determining whether the legis- 
lation now in existence should be changed or not? 

It seems to me that you are digging into the past 

to m end, but what we want to find out is what 

the situation is today, and what are the conditions, 
i. any, thatrequire remedy. It seems to me what 
you did in the past in all these things - I am not 
trying to avoid producing this, but there is some 
limit to the amount of digging which our staff can 
Beerend I thinkounleéssrhit is going to be helpful to 
the Commission, it should not be gone into. 

MR. FRAWLEY: It is a question, Mr. Chairman, 
of the blanketing of the rates east to west and west 
to east. It seems to me to be important to know what 
the railway did, not back to the beginning of time, 
but as recently as 1917 when, according to this Judgment 
of the Board, the rate on tea was blanketed back. 


THE CHAIRMAN: What happened? Who complained 


Ss tee rier ay ede? 
Sorw Wom, vw, ow “peetwits 64 _ 


—_ 


Yo sromsb 
Peis Wa ae 
ed od sai 82 piise8 
Ste bios Bow seed oend 


besed bat eae 


go4re 
iW & & 


ites batt I bas 38h - 
ASPER tinged att? 


3 nee 
bg add Se sitdenteid Siig 


serie OTH ay tiga hs anttey : Bb Se ce 33 Simoes jt hae 


rai 


lo tinned, ad dy HawMAG oBip sadeied ott. 


joie bg hint a ted: coh] Bae eae ¥. 7 6 qizhodet mE aii 
od never 2a inst Heston dd ea ie 


3 7 >< 


basi ticlanids o ori voseaae eS | o - 


- 16051 - Mr. Jefferson cr.ex 


against the blanketing? 

MR. FRAWLEY: In the Regina Board of Trade 
Case the increase in the rates to Regina arising 
from increased west to east transcontinental rates 
was attacked, and the Board said:- 

"The rate is on a water-compelled basis, 
and Montreal is the maximum to the inter- 
mediate point, thus Spreading over the inter- 
mediate points not affected by water competi- 
tion the effects of the competitive rate 
bagi iy 

That is important to me, Sir, because that is 
precisely what I am asking so far as Alberta ig 
concerned. 

THE CHAIRMAN: Now, what did the Board 

de.about.1t? 

MR. FRAWLEY: TI have not got the Report 

here, sir. 

THE CHAIRMAN: I thought you were reading 

from the Report? 

MR. FRAWLEY: I am reading from the extracts 

of the Report that were put into the Transcript. 

THE CHAIRMAN: I would like to know what 

the Board did about the practice? 

MR. FRAWLEY: I would have to send for the 

Report now, sir. That could be done, but whether 
I should go on, or discuss it when I am summing up 
this matter later, I do not know. 

THE CHAIRMAN: In the meantime, you are 

trying to show through Mr. Jefferson that this dis- 


crimination has been practised in past years and it 
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is still going on? 

MR. FRAWLEY: No, I am trying to show that 
there was a time when they blanketed the rates back, 
they removed long-and-short-haul discrimination on 
west to east traffic. 

THE CHAIRMAN: On certain commodities? 

MR. FRAWLEY: Yes, and I just want to 
show that. 

THE CHAIRMAN: But when you have shown 
that, what do you establish? 

MR. FRAWLEY: Just to show, sir, that 
what they did then they have changed, and it is 
historically important as indicating that what 
they did at that time could be done now. 

COMMISSIONER ANGUS: Was the Panama 
Canal being used in 1917 for tea? 

MR. FRAWLEY: I am sorry, I did not 
Wear yOu, Sir. 

COMMISSIONER ANGUS: Was the water 
competition in 1917 Panama Canal competition? 

MR. FRAWLEY: What would you say about 
that, Mr. Jefferson? In 1917 were boats going 
through the Panama Canal with tea or from the 
Orient? 

THE WITNESS: Yes, I would think the 
water competition in 1917 was not direct steamers 
from Vancouver to Eastern Canada, because I think 
the boat service, the direct service, between 
British Columbia and Quebec ports was really not 
established until after the first war, but this 


water competition that Mr. Frawley is referring to 
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on tea, is direct movement of tea by water from 
foreign countries. 
THE CHAIRMAN: Do you mean from Asia? 

A. Yes, sir, from the Orient. I don't know 
whether Mr. Frawley is talking about import rates 
or domestic. rates, or what. 

COMMISSIONER ANGUS: My point was this: 
I thought the railways might not have been under 
as much pressure in respect of these rates in 1917 
as they have been since, and that that might 
account for some of these differences in practice. 
MR. FRAWLEY: As I say, Sir, I was simply 
anxious to get a statement from the railways as 
to just why and when that was adjusted and the 
reasons for it, because there was a time, as it 
now appears, that they did apply the Montreal rate 
as a maximum on west to east shipments. I don't 
think there is any mystery about it, I don't Suppose. 
THE CHAIRMAN: Was that a desirable or 
undesirable state of affairs? 
MR. FRAWLEY: There was no long-and-short- 
haul discrimination so that was quite desirable 
as far as I am concerned. 
tHE WITNESS: You must realize, Mr. 
Frawley, that there were less water competitive 
rates from the west coast to the east in 1917 
than there is today or have been in later years. 

@. Well, we are speaking now of 1917. How 
long did it continue after 1917? That is what I 
would like to know? 
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Q. I suppose that can be found out, whether 
it was two years or three years or right up to 
a couple of years ago? 

A. It would be a lot of work to find ots 

Qe WYth’ eli respect, I would like to put on 
the record how long that Situation continued and 
whether any long-and-short-haul discrimination 
was practised in other years where the rates were 
Paienkeved off.’ If it “can be aoné readily) "Il weuls 
ask that it would be done. I am more or less in 
the hands of the Commissioners, the railways and 
Counsel and I will just leave it at that. 

A. Before we go on, Mr. Frawley, may I say 
that this flooring aggregate which you were 
Speaking about a few minutes ago, I don't know why 
the reduction was made to which you refer because 
I have not the information here, but perhaps it 
would be sufficient for me to say that the item 
was cancelled effective 12 February 1949. 

Q. Well, there you are again, Mr. Jefferson. 
With all respect, I am not interested in what the 
present situation is; I am interested in what the 
effect was at that time, what it was before, what 
it was then, and why it was changed. 

MR. EVANS: Supposing it was wrong then, 
Mr. Frawley, and was changed back to correct it? 
There is a point in that. If it was wrong then 
and we corrected it, what complaint have you got? 

THE CHAIRMAN: I suppose you apparently 
desire to have such a state of the law that will 


prevent these wrongs occuring again. Is that your idea? 
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MR. FRAWLEY: Yes, sir. 

THE CHAIRMAN:. Is that one of the cases 
where you have drafted amendments? 

MR. FRAWLEY: I have drafted an amendment 
on long-and-short-haul, yes, sir - a rather 
complete one. Now, Mr. Jefferson, I want to talk 
to you about what you Said at page 15511. It is 
in the same Volume there, and there you are talking 
about our Brief on Industrial Locationsre At: the 
top of the page, you say:- 

"It may be said here, that the rates on 

low grade commodities in Canada are generally 

SO low that it would be disastrous to the 

revenues of the railways, to reduce the rates 

on finished products to anything nearly 
approaching parity with the rates on raw 
materials." 

Now, Mr. Jefferson, when you use the word 
"parity" do you mean that the rates should be the 
same? "Parity" means that the rates are the same. 
is that the sense in which you use it? 

AseyThe same or close: toit, 

@. Now, do you suggest that we at any time 
have suggested that the rates, meat and livestock, 
Should be the same? Do you take that from our 
Submission? 

A. No, I do not say you say they should be 
the same. 

Q. We never used the word "parity". We did 
not say we were asking for parity in rates between 


the raw materials and the finished product. 
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A. Not what you would call the very same rate, 
no, but you want what you call "equality" or 
something like that. 

Q. Now, you Said, going on another sentence:- 

"If this were done, it would be difficult 
to make the changes in such a way that serious 
disturbance to existing industry could be 
avoided". 

Now, where is the "existing industry" that you 
are concerned with seriously disturbing? 

A. Well, I think we have got to associate 
Ourselves with one subject. You cannot deal wich 
this matter by having what I am going to say applied 
to all commodities, but with respect to rates on 
livestock compared with the rates on fresh meats 
and packinghouse products, if you want this so-called 
Geutrality or critical relationship or whatever 
you term it established, and the rates on the meats 
and on the packinghouse products are reasonable, 
then there is only one thing to do, to do all you 
want done, and that is increase the livestock rates 
and I cannot see the livestock producers in Alberta 
taking a substantial increase in livestock rates 
with much favour. 

Q. So you just want to eliminate the other 
end of the industry? You are not concerned then 
when you say "existing industry" with the meat 
packing indsutry, but with the livestock industry? 

A. In that instance, yes. Each instance 
has got to be considered by itself and on its 


merits. 
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Q. To take the meat and livestock instance, 
in that instance you are referring to the livestock 
industry, not the packing industry? 

A. No one has said that the meat and packinghouse 
products rates are unreasonable. 

Q. That is not answering my question. There are 
two sides to the industry, livestock and packinghouse 
products, and at the moment you say you are concerned 
with seriously disturbing the livestock industry 
by increasing the rates? 

A, "Il say, «we can only do what you want done 
by increasing the livestock rates, Mr. Frawley. 

Q. And you say that would be a serious 
disturbance: 

A. And I think you would agree with if. 

Q. Do you think that you would have to double 
the livestock rate? — 

A. I do not know, because frankly, Mr. Frawley, 
I cannot see how we can ever make freight rates 
as you suggest in that Brief. I do not see how 
it could be done. 

Q. That is more or less by way of a general 
damnation of it, and I would like to ask a few 
questions about it. I am concerned with asking 
you whether or not you thought it would be 
necessary to double the livestock rate from Calgary 
to West Toronto? 

THE CHAIRMAN: In order to produce what 
resulo? 
MR. FRAWLEY: The critical relationship 


for which we are asking. You don't think it would 
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be necessary to do that, do you? 

A. I don't know. 

Q. Because you are willing to double the rate 
On grain without unduly disturbing the grain growing 
industry in Western Canada? 

Mies ln Cidunot Say I was willing to. 

Q. You thought that could be brought about 
without unduly disturbing or causing disaster to 
the industry? 

A. On the mathematical computation that Mr. 
MacPherson made, yes. 

Q. But on any computation you may have had, 
to establish the rate relationship that we are 
advocating, you do not think you would have to go 
SO far as to double the rate on livestock?) (ites 
now $1.39, Mr. Jefferson, from Calgary to West 
LOPOnto:. 

THE CHAIRMAN: What is? 

MR. FRAWLEY: The rate on livestock from 
Calgary to Toronto. I am told it is $1.39 without 
the 8% increase, so there would be 8% to be added 
because these are taken from our Brief, and they 
were prepared before the 8% increase. 

THE WITNESS: The present rate on livestock 
from Calgary to Toronto is $1.50. 

Q. That is $1.39 plus 8%? 

A. That cks right. 

Q. And you have not got the meat rate there, 
have you? 

Ho YES. 


2. $2.27 plus 8%, whatever that is? 
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A. Are you talking of fresh meats now, or 
packinghouse products? 

Q. Fresh meat. 

A. You ‘see, Mr. Frawley, you have got a 
different rate on meat and packinghouse products, 
they do not take the same rate. 

Q.. Oh ves, 

A. The rate on fresh meats from Calgary to 
Toronto today is $2.45; on packinghouse products 
the rateiis $2.10. 

Q. Now, having looked at those rates, I am 
Only making the suggestion to you, have you ever 
contemplated that you would have to double the 
livestock rate to establish this critical relation- 
Ship that we are advocating? 

Bee No ,usinyt ably Ivem saying is, (Ghat to-do 
what you want, as I understand it, either the meat 
and packinghouse products rates would have to come 
down, or the livestock rates go up, and I say we 
cannot afford to reduce the rates on meats and 


packinghouse products. 


(Page 16060 follows) 
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-16060- Mr Jeet 

Ge Doon going to ask you Something about that in 3 
few minutes. Naw, Mr, Jefferson, would you turn to page 
15519. I just went to call your attention to something 
you said there. At the top of the pege you soy: 

"Quite obviously, these relationships would have to 

be established for 5 very large number of raw 

materials and finished products since even though 

Alberta might be interested mainly in livestock and 

meats and in oil end the products of crude oil, other 

perts of Canade would insist upon similar relstion- 

Ships being established for their raw materials and 

the finished products of those raw materials." 

Now, that would seem to me to imply, Mr. Jefferson, that 
today in e large number of cases the rote structure 
encourages the movement of the raw materials rather then 
the finished products? 

Anew lL do not. ay that. 4h sya4 

Q. You do not say that? 

PUN, VSir 2. sey you would find if you were going 
to apply this principle that you talk about all over the 
country, you could not confine it to livestock versus 
meats and packing house products. 

Oe eThet. Pe 'pRene 25 7R 2 Eo ay Seying is, from whet you 
Sey, when you say these relationships would have to be 


established for so large number of raw materials and 


finished products, I simply put it to you that the inference 


from that is that today the rate structure encourages the 
Movement of the raw material rather than the finished 
product? 

A. I would not sey so. 

Q. Now, wou have told me that the rate on meat was 
$2.45 and the wate on livestock is $1.50? 
‘. And p@cking house products $2.10. 
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Q. Don't you think there is some latitude there for 
increasing sadand reducing without doubling the livestock 


rate? 


A. I have not suggested that the livestock rate be 
doubled. 

Q. But you thought thst the grein rate could be 
doubled without causing disester to the industry? 

A. We ere talking sbout livestock now. 

Q. Now would you look sat page 15522; you say: 

"This would mean that the Boarg!'!--- 

A.” Where is this? 

Q. On page 15522: 

"This would mean that the Board, in considering the 

rates in any given case which might come before ru; 

would have either to give second place to the rela- 

tionship established on the loss in weight or would 

have to apply the recognized principles of rate- 

making. One or the other would have to give way 

Since they sre, as a practical matter, quite in- 

consistent with one sanother," 
Now, Mr. Jefferson, let me put this to you: Suppose that 
the regulatory body hsd a case of this kind before it, 
end efter it hed been investigated it was determined that 
the rate relationship in meat end livestock discouraged 
processing in the producing srea of Alberte -- assume 
that that was found, that there was a discouragement of 
the processing in Alberta, due to the rate relationship, 
end assume that the Board, in wishing to set a relation- 
Ship that did not discourage the producer location, re- 
quired that there should be s reduction in the meat rate 
from Calgary to Toronto of 10¢ and en increese in the 
livestock rate of 10¢; now, would that adjustment violate 


the cost-of-service principle or the value-of-service 
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principle, an sdjustment of that order? 

A. I don't know that it would; but, Mr. Frawley, 
the Board of Transport Commissioners has already dealt 
with the question of rates on meats and packing house 
products versus livestock from Alberte to Eastern Canada. 

Q.- I know, we have had all thet, end--- 

A. Just a minute. And they have said that the 
tariffs were sll right. 

Q. I know, Mr. Jefferson, thet you went me, and I 
went to get through with my work as expeditiously as 
possible, so, with every respect to you, I would just like 
to have you answer the question, and when you find it is 
quite necessary to add Something, very well; but I know 
about the judgment in thet case. I om simply asking you 
now whether you thought en adjustment of that order would 
violate those recognized principles, as you have called 
them. Now, the decrease itself of that order could not 
offend ageinst the rate structure, becsuse the--- 

A. The what? 

Q. The decrease in the rate on meat; because you are 
making lots of reductions in rates every day, to meet com- 
petition, aren't you? 

A. Oh, not today; we are making very few reductions. 

Q. Well, you have in the past? 
A. Very few, if any, reductions. 
Q@. You have made lots of reductions? 
If you stick to the present, Mr. Frawley--- 

Q. You are not making eny reductions at all? You are 
not saying you sre not making eny reductions? 

A. Very, very few, if any. 

THE CHAIRMAN: You ere talking of this same in- 
| dustry? 
MR FRAWLEY: I em just speaking generally of 
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making reductions to meet competitive conditions. 

THE WITNESS: We might, but in very, very few 
instances, 

MR FRAWLEY: Q. ‘4nd when you have to meke them 
you do not worry whether or not it offends the ‘cost-of- 
service principle or the value-of~service principle, if 
you feel thet you have to reduce the rate to hold the 
business or get the business? 

A. I want to make sure thet T em going to make some 
money in handling the business at the rate I am meking. 

Q. A fair inference from thet, Mr. Jefferson, surely, 
is that you are willing to violate the vselue-of-service 
principle and the cost-of-service principle when you have 
to meet competition, but that you, are. .not, willing.to 
violate those recognized principles to stop the flow of 
raw materiels out of Alberta; isn't that a fair question? 

mae NG. wp hll oh sayy, Me, Frawley, is, we have rates 
today on meats, packing house products and livestock from 
Western Caneds to Eastern Canada; meybe the livestock rates 
are too low -- I don't know -- but I think we have shown in 
our submission that the livestock rates sre low; they ere 
very low. Now then, if you--- 

@. They sre very low, yes. 

A. nd if you increase the rates on meets sand 
packing house products, reduce the rates on meets and 
pecking house products 10¢, increase the rates on livestock 
10¢, I don't know whether we would get the same emount of 
money on the traffic we are getting todayor not. 

Q.- I am simply putting to you this, that you feel 
that to establish this relationship that we have been 
advocating would violste these principles, the cost-of- 
Service principle and the velue-of-service principle, to 


the extent that they ere used todey in rate- meking? 
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A. Do TI think they do violsete it? 

Q. That they would; you feel thet the establishment 
of 2 neutral relationship of the kind we have been speaking 
of in our submission -- you say thet the establishment of 
that relationship would Violate the recognized rete-making 
principles; thet is whet you say? 

Ae + 4am. not saying, that. st Sul dene SOs, 

Q. Well, Mr. Jefferson, I really thought thet wes very 
much what you said. 

MR EVANS: Professor Stewart said the same thing. 

MR FRAWLEY: Now, please! 

Q. On page 155202; 

"One cannot have the relationship based on the 
loss of weight in the manufacturing process, end also 
epply the recognized principles of raete- meking es I 
have described." 

I put that te you, thet that is the foundstion of your 
attitude towerd this submission of Alberta as to 9 producer 
location? 

-- Mr. Frawley, if you would let me make 2 

little statement: I do not see how you ere going to observe 
this neutral relationship or critical relationship or what- 
ever you want to term it on livestock, processed fresh meats 
and packing house products from Alberta to Eastern Canada 
when you have got packing plants st Calgary, sat Moose Jew, 
at Winnipeg sand eat Toronto, all processing and going to 
Montresl, and the livestock takes the same rote, whether it 
is cattle, sheep or hogs, and the percentage derived from 
cattle is one thing, the percentage derived from Sheep is 
another, and the percentage of product derived from hogs is 
another, and the loss of the livestock in Toronto, weight of 
livestock in Toronto, is not the same whether it is cattle, 


Sheep or hogis, and I do not for the life of me know how you 
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would ever carry into practice whet you are talking sbout, 

Q. All right. Now, Mr. Jefferson, thet is no 
surprise to me. We quite epprecisate that the Canadian 
Pacific Railway does not go elong with us on this sub- 
mission thst we sre making; so now we have your reesons 
roriav. Now, I am Simply putting to you, thet when you 
ere willing to let the cost-of-service principle and the 
velue-of-service principle go by the board when you feel 
compelled to reduce rates to meet competition, when you 
Serer Liane to ao thet’ == snd you do that every day, do 
vou not? 

MR EVANS: Who seid so? No such thing. 

MR FRAWLEY: Q. I am putting to you, Mr. Jeffer- 
son, that that is what you are doing when you are reducing 
rates to meet competition, 

Mr, Chairman, I simply cannot have Mr. Evans! 
interruptions, or I cennot proceed with my cross-examina- 
clon, ib 18 very diffricuis, 

THE CHAIRMAN: Let Mr. Jefferson answer the 
question. You are putting it to him as if somebody had 
already submitted that. Put it again, 

MR FRAWLEY: Q. I put it to you that you feel 
that you Bi Pest cle mae recognized principles of rate- 
making, you must adhere to the recognized principles of 
rate-making, and therefore you cannot go along with our 
Suggestion that there should be 2 rate relationship basis 
on the loss of weight in the manufacturing process? 

A. I say I do not know how I would do it. 

Q. You do not know how, therefore you do not go 
along with that? 

A, Thst is right. 


| Q. And you sey that it would violate the recognized 


rate-meking principles? 
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A. wea 


Qatiblentieht, And sl1-1 put to you is that sas a 
practical matter every day you ere letting those 
principles go by the board when you are fixing rates to 
meet competition; is that so or is that not so? 

A. If I am meking 9 rate to meet competition I may, 
es you say, violate it, but I em going to make sure I am 
going to make some money, but if I violate it on a compet- 
itive movement from A to B I cannot violate it on every - 
thing that moves in this country. If I am going to do 
what you suggest on livestock versus meats and pecking 
house products, I do not know where it would end. 

Q. Now, Mr. Jefferson, on the same page 15522, Mr. 

Carson in his question asks you: 

"Have you eny practicel way of illustrating some 
of the way in which this proposal would fail to give 
effect to the recognized principles of rate-making?" 

Now, you make him an enswer which I suggest to you you 
might want to clarify at this time. Would you just tell 
me now--- 

A. Read the answer. 

THE CHAIRMAN: What was the enswer? 

MR FRAWLEY: The enswer wes -- I will read it 

While Mr. Jefferson is going over it: 

"Y@S5.5in.. L, thinks? could say stoi. Giese 
general rule, raw material provides a heavier 
loading per car, This is one of the reasons which 
justifies a lower rate on the raw material as com- 
pered with the manufactured article. In the case of 
livestock and fresh meats, however, the average 
loading per car of the raw material, that is, the 
livestock, is generally lower than the loading per 


cer of rresh meats and packing house products." 
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Q. I suggest to you that you may want to explain 
that contradiction, 

f£.. Wheat is there to explain? 

Q. Well, you tell us that as a general rule, raw 
material provides s heavier loeding per car? 

hs Pdheteis pie, 

Q. And that is one of the reasons which justifies a 
lower rate on the raw material? 

Pewheas 18 Pieht. 

Q. Well, in the case of livestock and fresh meats, 
however, the everage loading per car of the raw material, 
thay is, the livestock, is generally lower + --- ? 
not heavier, but lower? 

ae hst' 1s “pi ehts that: 1a eseraam 

Q. Then how in the world can you use that example 
eg being sn illustrétion of the way in which the proposal 
would fail to give effect to the recognized principles of 
rate- making? I just thought you might want to say some- 
thing about thet, Mr. Jefferson, 

a NOY ‘Sir, 

THE CHAIRMAN: Q. How do you explain that, Mr. 
Jefferson? 

A. Well, it is a well-known fact that livestock 
loading is a light loeding commodity. Now, fresh meets 
end steers might load to about the same weight, because 
the minimum on meats is 21,000 pounds, and on cattle the 
minimum is 22,500, but when you get to packing house pro- 
ducts the minimum on hogs is only 16,000 pounds, and I 
think lambs are less then thet; I think it is 14,000 
pounds. Well, the minimum weight on both meats sand 
pecking house products is greater than on the livestock. 
The instance of livestock versus fresh meats end pecking 


house products with respect to minimum weights on the raw 
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materials and the finished products is quite the reverse 
from the general situation with respect to movements of 
other commodities -- quite different. We cannot deny 
that fact, 

MR FRAWLEY: Q. Mr. Jefferson, would you look at 
volume 67, page 13947, and woula you look st page 56 of 
your appendix, please, Now, you note at that pege of the 
transcript that the revenue per ton mile on iron billets 
from Homilton to Montreal is TLE? 

aif dye 

Cee OSs, oe (Le? 

Ay Ges, Sin. 

Q. Ageinst en sverage for Eastern Canade of 1.27. 
That appears at the bottom of page 13946, 

A. What's that? 

Q. I say you say at the bottom of page 13946 that 
the average revenue per ton mile for all traffic in 
Eastern Canada is 1.27? 

&. Ob yes. 

Q@. And the revenue per ton mile on the iron billets 
from Hamilton to Montreal is .71¢? 

he. Teh, SLT. 

Q. Now, is it your view thet inspite of the low ton- 
mile earnings, this competitive rate is compensatory, be- 
ceuse it yields cer-mile earnings, es the exhibit shows, 
as poge 56 of the sppendix shows, of 40.5d¢ against the 
average for Eastern Canada of 36.3¢? -- and, for the 
record, that is at page 74 of Part I. Is that why you 
Sey that it is compensatory? 

A. I say that the rate on the billets and blooms 
from Hamilton to Montreal, that is, the water competitive 
rate on billets end blooms from Hemilton to Montresl, 


yielding 4Los¢ per car mile, is @ compensetory rate, 
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Q. You say that because on the whole the cer-mile 
evereges are more significant indications of the compensea- 
tory nature of a rate than the ton-mile rate? 

Aw In ‘that instance, yes, sir, 

Q. Well, is that not generally so? 

we Well, 1t. ali depends on the commodity and the 
weight and the loading. 

@. All right. Now, the ton-mile earnings st any 
givenrate would be the Same, wouldn't they, whether the 
car moved 2 pound of freight or a hundred thousand 
pounds, in every car? That is so? 

ie) fe tOnRnit le. = 

Q. The ton-mile earnings at any given rate would be 
the same? 

A. But you would not eu 15, 

Q. No; I saythat the ton-mile earnings would be the 
Same if you moved one pound of freight in a car? 

A. Well, mathematically, but it would not be in 
prectice, because you would not get the rate unless you 
loaded the car up. 

ey ee Lent. 

Pee LU 1S NOU, appl Cable. 

Q. I am only pointing out the fact that it ig not as 
Significant en indication es the car-mile earnings, thst te 
ay 

A. For heavy loading commodities it mey not be 3a 
complete indicetion. 

Q. Well, now, will you turn to page 13948, then, Mr. 
Jefferson, because at that page you stete thet the car-mile 
cernings on automobiles from Windsor to Toronto of 22.2¢--- 

A. Wsndsor to Montreel. 

Q. Windsor to Montreal, of 22.2¢, is considered to 


be compensetory, for the reason that the ton-mile earnings 
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ere 4,17¢ sgeainst the average ton-mile esrnings in 


Eostern Conada of 1627 ld 2 y 
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- 16073 - Mr. Jefferson, cr-ex 


A. Yes, sir; but I think you have got to give some 


- consideration there -- I don't know how much -- to the 


fact that in the case of automobiles you are hauling 
10,657 pounds and in the case of billets, 113,900 pounds. 

Q. Toll me, Mr. Jefferson, if you haul automobiles 
1800 miles instead of 567 miles, as you do haul them from 
Windsor to Montreal, would the rate be compensatory if 
you could obtain as favourable a car mile earning as 
eevee veents? 

A. Not if I could get more. 

Q. If you could get 22.2 cents car mile earning 
would you consider the rate to be compensatory for 
1800 miles? 

A. I wouldn't say so because here this is a 
competitive rate; it is a depressed rate, our normal 
Pave is-higher. 

Q. But you do say that it is compensatory? 
You say it is a compensatory movement? 

A. But not as compensatory as if it were higher. 

Q. No, that is obvious; but you say it is compen- 
Savory because you rely on ton mile earnings. I am 
simply putting it to you, that if you hauled automobiles 
1800 miles is #Oa8 of 567 miles, and you got 22.2 cents 
car mile earnings, you would feel the rate was compen- 
satory? 

A. If there was some competitive reason justifying 
the rate, I might. 

Q. What difference would it make? You are satis- 
fied with the 22.2 cents? 

A. I won't admit that we should measure normal 
rates by what we have to do on competitive rates. 


Q. Suppose that you hauled the automobiles at first 


class rates from Windsor to Montreal. . 
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- 1607) ~ Mr. Jefferson, cr-ex 
fies Yes, Bir, 

Q. I put it to you that the earnings per car mile 
would only be 24.6 cents? 

A. I know. 

Q. Just 2 cents or a2 little better than the com- 
petitive rate? 

A. I have that here; I know there is very little 
difference, because automobiles take a first class rate -- 
passenger automobiles take a first class rate, and the load 
Peracam1s.aichnt. 

Q I only call your attention to it, Mr. Jefferson, 
because you kept telling me it was a competitive rate. 
Now, when you look at the movement of automobiles at 
a first class rate your earnings per car mile are prac*i- 
cally the same? 

A. I could tell you that in a moment, but you are 
Very. ciose:. 1. know. that, 

Q. I think you have an exhibit covering it? 

A. Hered. 15% 

Q. Do you see it there on page 75 of Part 1? You 
are only checking my figures; it is $1.31 per hundred 
pounds, Mr. Jefferson. It is right here in the second 
last paragraph, $1.31 per 100 pounds, and that has been 
calculated at 24.6 cents per car mile. If you will accept 


asic) an ky 
A. I shall accept that, but I don't know whereit is; 


Q. Now, Mr. Jefferson, let me get on with my 
questions. Can it be assumed from that, that all automo- 
bile traffic on railways in eastern Canada, whether 
competitive or non-competitive, is carried at car mile 
earnings substantially below that of the average car mile 


earnings on all traffic? 


A. Ob... ¥es, I mean the car mile earnings 
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on automobile traffic is not up to the average by reason 
of the light load. 

Q. There are no better automobile rates? 

A What do you mean by no better? 

Q. To you? 

A You mean higher? 

THE CHAIRMAN: What did you say? 
MR. FRAWLEY:Q.That there are no better automobile 
rates: no higher or lower, than those you have given us. 

A. Between Windsor and Montreal? 

Q. No, on any other movement. I am suggesting now 
that on automobile traffic generally in eastern Canada all 
automobiles are carried at this kind of car mile earnings? 

A. All automobiles moved in eastern Canada are 
at first class rates, unless there are commodity rates 
for competitive reasons that are lower. 

Q. I am putting it to you, Mr. Jefferson, you have 
told us what your earnings per car mile were when you 


moved automobiles from Windsor to Montreal at competitive 


paves? 

A. Yes. 

Q. And when you moved automobiles from Windsor to 
Montreal at non-competitive rates, You have told us 


it was 22.2 cents in one case, and 24.6 cents in the 


other? 


A. Yes, 
Q. I am only asking you if you have any better rate, 


or any better per car mile revenue in eastern Canada on 
automobiles? 

A We have some that are better, yes. 

Q. Where are they? 

A. I have a few examples here. The passenger 


automobiles and the -- I don't know whether they are first 
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class rates or commodity rates for all the movements, but 
they are movements of passenger automobiles from Windsor 
to points in eastern and western Canada; the car mile 
earnings at 10,000 pounds run from 18.7 cents a car mile 
to a high of 35.2 cents a car mile; that is passenger 
automobiles. 

Q. Now I want to call your attention to what you 
have said about the rate on coal from Drumheller. At 
page 84 of the Appendix you show that the revenue per car 
mile on coal from Drumheller to Sudbury, 2 distance of 
1768 miles, is 23.3 cents? 

A. Yeo, ,e0r, 

Q. That is greater than the per car mile earnings 
on automobiles from Windsor to Montreal? 

A. You mean the 22.2 cents? 

Q. Yes? 

A. Vesti. 

Q. And it compares with the car mile earnings on 
grain from Regina to Fort William of 25.5 cents, does it 
not? That appears from Exhibit 163, for a distance of 
776 miles. I put it to you, Mr. Jefferson, you are saying 
the coal rate from Alberta to Ontario is non-compsnsatory, 
although the car mile rate is better than the competitive 
automobile rates in eastern Canada, and almost as good 
as the non-competitive rates on automobiles in eastern 
Canada; and it moves for over three times the distance. 
That appears from the tables you have filed, 

A. I don't think there is any comparison between 
car mile earnings on aitomobiles and coal. 

Q. I am suggesting to you that that is the fact? 

A. Yes 

THE CHAIRMAN: Q. Why is there no comparison? 


A. Because automobiles are such a light load 
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commodity; they are only 10,000 pounds, while coal loads 


at 50 tons, or 100,000 pounds. 


Q. 


Is the hauling then more expensive to the railroads 


to handle automobiles? 


A. 


It costs more to haul 100,000 pound car than 2 


10,000 pound car. 


Q. 
A. 
Q. 
A 
Q. 
A 


Q. 


How much? 

I don't know. 

You must tell us these things. 
MR. FRAWLEY: Q. How much more? 
I don't know. 

You have no idea how much more? 
No, sir. 


You have shown that the average car mile earnings 


in eastern Canada were 36.3 cents in 1948. 


THE CHAIRMAN: Where is that? 
MR. FRAWLEY: That appears -- 


THE CHAIRMAN: If you mean the transcript, I have 


aly © alot goa 
MR. FRAWLEY: It is in the brief at page 74. 
COMMISSIONER ANGUS: Which part? 
Pi Ch AWoe ss Paria, 
ee 36.3 cents in 1948. Now can you tell me where 
in eastern Canada are the rates that are below the 


average, if they are not in the competitive rates which 


you have shown on pages 56 to 61 of the Appendix? 


Where are these rates in eastern Canada that are below 


the average? 


THE CHAIRMAN: Are you taking for the average 


the system figure of 35? 


MR. FRAWLEY: No, in eastern Canada, sir. 


THE CHAIRMAN: That is 36.3. 
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MR. FRAWLEY: Yes, 36.3 cents. 

THE WITNESS: We know, Mr. Frawley, that the 
per car mile yield on some traffic must be below 36.3, 
and some must be more than 36.3, to determine an average 
of 36.3. Now. you ask.me what-commodities the yield is 
less than the average of 36.3.1 can't. answer that 
question. I know the one instance of at and east grain 
wes below the average. I haven't analysed every movement 
of traffic to determine what traffic is below 36.3 and 
What traffic is more than 36.3. 

MR. FRAWLEY: Q. Will you look at sand that 
you move from Paris to Toronto, on page 57 of the Appendix? 

A. Yes, 

O.. That is a rate that is based on 70.8 cents per 
car mile? 

As Yes, foryauvery short haubroftf 71 miles. 

ae Even though the rate is only four and a 
quarter? 

A. That is right. 

Q. I am simply putting to you that it would appear 
to follow that non-competitive rates on similarly low 
value commodities are well above the average car mile 
earnings? 

AS Say that again. 

Q The competitive rates on that sand. 

As Yes. 

Q It would appear to follow that the non-competitive 
rates on similarly low value commodities are equally well 
above the average car mile earnings? 

Aw I wouldn't say that followsat all; it depends on 
the distance you haul. 

Q. That is true. Can you tell me where then in 


eastern Canada these rates are that are below the average? 
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A. I said I could not. You can go on with these 
comparisons forever and ever, but you have got to take 
the actual movements and find out what they are. x 
haven't attempted anything of that sort. 

Q. Are you implying that because they are below 
the average they are non-compensatory? 

A. No, not necessarily; 5t depends on how much below. 

Q. That is true, and you are not able to point out 
where they are, that are below? 

A. No. There has got to be some below to get 
the average. 

Q ENG us Lene Now, Mr. Jefferson, I want you 
to look at the interline rates on cement; I wish to ask 
you something about the meaning of a word in the Railway 
Act. 

THE CHAIRMAN: What section? 
MR, FRAWLEY: Section 336. 

a Section 36 reads: 

"Where traffic is to pass over any con- 

tinuous route in Canada‘operated by two or 

more companies, the several companies shall 

agree upon a joint tariff for such continuous 

route. . ‘ 

What do you understand by that term "continuous route’? 

A. I don't know. 

Q. You really mean that after all these years of 
living with rates? 

A. A continuous route is a route by which you can 
carry the traffic, I suppose -- a continuous route from 
A to B over two or more railways. 

Q. Would it be the movement of cement from Exshaw 


on your line to Vermilion, Alberta, on the Canadian 


National line? 
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x, Yes, I would say so. 

THE CHAIRMAN: Q. In the first place, this is 
a section which calls for agreement between the carriers. 
It says they "shall agree upon a joint tariff". 

MR. FRAWLEY: Yes, they shall agree on a joint 
Pana s, 

THE CHAIRMAN: Can you fix where they have 
agreed and bring us back to where there is a continuous 
route? 

MR. FRAWLEY: Yes, I can give the witness an 
example of that. 

Q. Let me ask you if a movement of brick from 
Redcliff , Alberta, to Vermilion would be a continuous 
route? 

Ler could pe. 


As much so as the one from Exshaw? 


> Bre 


Yes, sir. 

Q. Does the expression "continuous route” refer to 
any interline movement between the Canadian Pacific and 
Canadian National, or any other Canadian railway? 

A. It may; I don't know. I am not going to get 
into the legal end of this interpretation of the Railway 
het, 

Q. Tell me, Mr. Jefferson, could it be one over 
which no rebilling is necessary? 

A. Well, you might have a joint rate and still 
rebill; it depends on the settlement, whether you have 
an audit office settlement or a junction point settlement. 

THE CHAIRMAN: Pardon me a moment. After all, 
it may be that the words "continuous route" have been 
interpreted. 


MR. EVANS: Yes. 
THE CHAIRMAN: What are the interpretations? 


(Page 16082 follows) 


- 


Re-RO Cerda bt Law - ObO8L ~ , ue 


<08 Yao Hhiuaew 1 , way oA 
(®t etad .ovelg teu2% edt pl 5) <wamatans yt 
-SUIUINSRO Git moseted Uromatye sot alles dobiw agistosn ¢ . 
. Yituat aniol + meqe esams ifade” yard eyea tL 
VAG © 80 OneQge ELedn yous .eoY + +YHUWARS AM 


« tildes 


WOMTL TOO & AL eqedd evedwood doed ay anietd hae beers 


Petros 


i ee} nt Re ad 7 pees f uf Heo. 4 y wig + Fea wl Hit - AM 


© me taal : 


| 
| 


,sAnT TO WLQMAX 


aaa 


84 TO. Hasnevom if Uoy ses am god i® 
SOTHO & Sd PLOW Hott iav of .styedlA . ViLlobaf 


: fed pa *% 


. ae np Ie id Ts . oe 


H Ae ek ae ox Fe i Oe von ae, IF ke aye cae Theat tot. a ced Fee ah os 
3 Fate och Ce. BAU GeewIed adnemey ah Atl tedrrt rate 
LOW ALOT GORI STO eas 10 femelle aetbanel 
a ty ae 2 ee We 4 S 7 . 3 a J FS FS = .ee P r 
vig oe Bee Ot ite £ «Word gineb IT ovam 27 oft 


(OW OAs Do motesden@usdal add to Gas fegec ant otat 


‘ 


eu DA 


Ane BMS ofa¢ SALoE & eved viga wey , iow -: 


oy Gomishe .dnomeldiee ats go abmegsb ot tifiides 


gud 


J PorskIIes Mice noldonuh e 6 dremettdcs SOL710 thharn na 


38 3 
ils Gedia .gieriom s am wobas}  WAMtT a ORE 
Rvod evan "edver avesattace” abvan " ded? of vem gi 
 Sotonqredat 
.89% <8MATE aM 


Vo thaMATARD SHT 


a ee eee eee Te ee ee ee _—- 


MCL IA QIQISIa? edt ace Reg 


16082 - Mr. Jefferson cr.ex 


MR. EVANS: There are Cases on the question. 
Our own Brief at page 84 of Part II refers to one 
decision. I don't know whether it actually 
defines those very words, but the whole question 
is discussed there. 

THE CHAIRMAN: Part II, you say? 

MR. EVANS: Part II, page 64, our Section 
on Interline Rates. 

THE CHAIRMAN: Then this "continuous route" 
is the kind of route on which interline rates apply? 

MR. EVANS: Yes, those are the interline 
rates in the Act, and the extent to which they 
impose an ohkligation which is the very question 
Mr. Frawley is putting to Mr. Jefferson. hey 
determine how far we are bound by law to put in 
interline rates and what Mr. Jefferson may think 
of the interpretation of that language, does not 
make a particle of difference because the Board 
has interpreted it, and if the Board has misinter- 
preted it, the Supreme Court can put them right. 

MR. FRAWLEY: Now, Mr. Jefferson, are we 
to leave it then, that you have no views on the 
Subject of what is a "continuous route"? You 
would agree with that suggestion? 

A. I have no views to express. 

Q. You have no views to express on what is 
the meaning of "continuous route"? 

Ae ONO: 

Q@. Is there such a thing as an interline 
route, a route between you and the Cannadian National 


which is a continuous route and one whsich is not? 
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Can you point to one interline route between you 

and the Canadian National where there is a continuous 
route and another where there is not? Is there any 
distinction? 

A. No. 

Q. Now, there is now a joint tariff on cement 
from Exshaw, a local exclusive Canadian Pacific 
point, to Canadian National Stations in Western 
Canada? 

mee Yos Htsir | 

@. Prior to that tariff, is it a fact that 
the rate payable was the full local rate on the 
Canadian Pacific from Exshaw to Calgary plus the 
full local rate on the Canadian National from 
Calgary to Vermilion; using Vermilion as an example? 

per Yee, ist: 

Q. Now, did the publication of the Oey 
rate mean any benefit to those people located at 
the Canadian National point who paid the freight 
on those shipments from Exshaw? Did it mean any 
benefit, monetary benefit, to the people who received 
freight at Vermilion before you published the 
JOint tariff and after you published the joint tarirr? 

A. I don't understand BO 107 

Q. Even more plainly than that, they do not, 
Mr. Jefferson? 

A. Yes. All I want to say is, that the tariff 
On cement from Exshaw to Canadian National points 
1S published by agreement between the Canadian 
National and the Canadian Pacific and the shipper 


interested, and no one is complaining about the rates 
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on cement. 

ae. AWG Tis complaining about them? 

Ay “No-one, 

Q. Iam complaining, Mr. Jefferson, iff that 
means anything. 

THE CHAIRMAN: Could you tell me what 
your complaint is? 

MR. FRAWLEY: Cement moves from Exshaw, 

a Canadian Pacific point, to Vermilion, a Canadian 
National point. It S0es part way on the Canadian 
Pacific and then on the Canadian National, and the 
rate is, we will say, $1.00 and that is purely a 
Sum of the two local rates. There is nothing 
reduced at all because of the joint tariff being 
put in, and cement moves from Exshaw, that same 
Canadian Pacific point, to a place equidistant from 
Exshaw but on the Canadian Pacific - - 

THE CHAIRMAN: What place? 

MR. FRAWLEY: Almost any place - Lloydminster 
or Medicine Hat. Now those are exclusive Canadian 
Pacific. points and the rate which the receiver 
On the Canadian National line pays on that same 
Giatinte: ftore , something like 10¢ or 15¢ more, than 
is paid by a man who receives it on the Canadian 
Pacis : 

THE CHAIRMAN: The joint rate then, is 
greater than the single rate, if yousean ‘put. 16 
that way? 

MR. FRAWLEY: In that instance, yes. 

The joint rate is nothing more nor less than the 


combination of the two local rates. 
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THE CHAIRMAN: Now, this Section 336 
compels the railways to provide joint rates based 
on what these "continuous routes" are? 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: Is there any limitation 
in that Section or elsewhere about the amount of 
the joint rates? 

MR. FRAWLEY: I do not so regara au, If 
fact, Mr. Jefferson thinks that this rate which I 
have just described was approved by the Board. I 
am not Saying whether or not it is excessive, but 
whatever it is it was fixed jointly by the two 
railways and approved by the Board. 

THE CHAIRMAN: Now, what would you have 
provided instead of that - a prohibition to charge 
more in the case of a joint tariff on a continuous 
route than between any two points of the same 
distance on a single line of railway? 

MR. FRAWLEY: I say there should be some 
amelioration of the two local rates. 

THE CHAIRMAN: Would you bring that about 
by amending 336? It seems to me that is where it 
Ought to be, if anywhere. 

MR. FRAWLEY: I think, sir, I think perhaps 
in 336 or some Section in that general part of the 
Act’. 

THE CHAIRMAN: Will you look into that? 

MR. FRAWLEY: Yes, I will give consideration 
ow it. The Board approved of this rate, of course. 
Now, probably the approval should have been withheld 


when there was no benefit at all which resulted from 
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Bheatiling: of: the joint rate. 

THE CHAIRMAN: Yes, but unless you want 
us to limit the powers of the Board or otherwise 
deal with the question that there may be some 
compulsion, what else can be done? 

MR. FRAWLEY: Except, my lord, that that 
brings me back to what I mMve said. 

THE CHAIRMAN: Do you want us to admonish 
the Board? 

MR. FRAWLEY: I would not call it ad- 
monishing. I do think there might be recommendations 
Short of recommendations for changes in the legis- 
lation. which would indicate the views of this 
Commission. Apart from recommending changes in 
the legislation, there might be recommendations 
expressing the views of the Commission. 

COMMISSIONER ANGUS: Would not such a 
recommendation be argued before the Board? 

MR. FRAWLEY: I think so, but I am 
bold enough to say that what will come from this 
Commission will, of its own weight, have merit 
in the eyes of the Board. That. is my own personal 
view at any rate. 

THE CHAIRMAN: Do I understand that you 
are not asking that we should go any further than 
that? 

MR. FRAWLEY: In this particular instance 
I think that is my submission. 

THE CHAIRMAN: You do not intend then to 
propose any amendment to Section ‘336? 


MR. FRAWLEY: Probably not, as I am 
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presently advised, but I want to point up something 
which I think will illustrate what I am endeavouring 
Teabringnout. 

Mr. Jefferson, is there a joint tariff on brick 
from Redcliff Alberta, which is an exclusive 
Canadian Pacific point, to Canadian National 
stations? 

A. There may be to some points. 

Q. To some points and not to others? 

A. That may be. 

Q. Can you do any better than that for me - 
"there may be"? Do you know in fact whether there 
are any joint tariff rates on brick from Redeliffr 
to Canadian National stations? 

A. I cannot say without looking up the 
tariff, but we may have some rates on brick from 
Medecine Hat to Canadian National points where 
the rates are required. 

THE CHAIRMAN: Before we proceed with 
brick, let us get back to cement for a moment. 

You say in a certain case that the Board approved 
a joint rate. Was that a contested case before 
the Board? 

MR. FRAWLEY: I will have to ask Mr. 
Jefferson. What Mr. Jefferson said was, that the 
joint tariff which he told me is now in effect 
was approved by the Board. 

THE? WITNESS? > No, sity» Dig@inomot aay 
that. 

Q@. I thought you said it had been approved 


by the Board? 
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A. I said the tariff was published by 
agreement between the Canadian Pacific and the 
Canadian National Railways and the shippers. 

Q. But it was Surely approved by the Board 
after all that was done? 

A. It was filed with the Board and accepted 
by the Board and to my knowledge no shipper or 
consignee has ever complained of the rates. 

Q@. We must not quibble about the word "approved". 
You do not regard Se ene by the Board - 
Simply acceptance of a tariff by the Board? 

A. Accepted by them because we filed it 
and no one has ever complained about it. So it 
was not approved by the Board, not in the sense 
that a standard mileage tariff is approved by 
the Board. It was accepted for filing. 

Q. Was it approved at all? 

A. The Board does not approve any tariffs 
except standard mileage classifications and 
demurrage. 
| Q. Well, we will leave it at that. 

THE CHAIRMAN: There was no opposition? 

MR. FRAWLEY: It obviously was not 
Opposed. 

THE CHAIRMAN: Where you have two 
railways and the shipper agreeing, I suppose 
prima facie that would be a reasonable rate? 

MR. FRAWLEY: And the shipper, the 
Shipper being the Canada Cement Company. How 
about the receivers all over Alberta and Saskatche- 


wan, they just take it? 
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THE WITNESS: They have never complained. 

THE CHAIRMAN: Is there any reason why 
people who do not think it reasonable are prevented 
from applying to the Board to change it? 

MR. FRAWLEY: No, that is right, sir. 

THE CHAIRMAN: Have you done that in your 
case? 

MR. FRAWLEY: NO. Sir. bam presenting 
these things from the Standpoint of principle. 

THE CHAIRMAN: I just asked you that as 
amatcver- of fact. 

MR. FRAWLEY: Whether the Province of 
Alberta officially, the Government of the Province 
of Alberta have done it? 

THE CHAIRMAN: Yes. 

MR. FRAWLEY: No, I am pointing out 
anomalies made up by Saying that the handling of 
traffic where there is a change of railways on 
this continuous route is more expensive than on the 
direct route... I want to develop it and examine 
Mr. Jefferson with respect to the situation in 
regard to brick from Redcliff and cement from Exshaw. 

THE CHAIRMAN: Then we will take five 


minutes. 
» N&O BOS 
-UPON RESUMING 


MR. FRAWLEY: Now, Mr. Jefferson, I want 
to ask you gbout brick. Is there any joint tariff 


on brick from Redcliff Alberta, whieh is an exclusive 
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Canadian Pacific point, to Canadian National stations? 
A. Not to alt Stations, no , sir. There 
might be rates from Medicine Hat and Redcliff to 
Some specific destinations on the Canadian National; 
I don't know. 
Q. I don't want to press you unduly on it, 
but you are not able, at least now, to indicate 
any? 
Pen JOLnt CapiftTs’ noy*sies 
Q. And it might be there are none at all to 
any Canadian National stations? 
A. That may be. 
Q. Now, did you ever negotiate or endeavour 
to agree with the Canadian National under Section 
380, Upon a Joint tariff on brick from Redcliff 


to Canadian National stations? 


A. We may have negotiated individual 


Q. On brick? 

ia es," Sir, 

Q. But you cannot recall any that you have 
negotiated to the extent of establishing a joint 
Carrere 

A. I don't know why you would want a tariff 
on brick from Medicine Hat and Redcliff to all 
Stations on Canadian National Railways. 

Q@. Mr. Jefferson, it is not a matter of what 
I want or do not want. I am only asking you a few 
questions about it. Do you know of any agreement 
between yourselves and the Canadian National or 


any attempt to agree to establish a joint rate on brick 
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from Redcliff to Canadian National stations such 
as you have told us about this morning in the case 
of cement from Exshaw. 

A. Not any general Joint tariff on brick from 
Redcliff or Medicine Hat to all Stations on the 
Canadian National Railways. 


Q. 


Gu 


Now, the result is that the rate on brick 
Prom Redcliff.is the full combination of the local 
rates less one cent for each factor, namely, 
less two cents as you have noted yourself in 

your Exhibit 1739 

Ae Yes, sir. 

Q. So now then, Mr. Jefferson, this is what 
We have as a result. In the case of the cement 
rate from Exshaw, you have adhered to the full 
letter of Section 336, and you have established 
a joint tariff, and there we find there is no 
difference in the rates at ale. ie fal 
combination of the Canadian Pacific local and then 
the Canadian National local rate is what is 
charged without any reduction? 

Pen Oats wieht. 

Q. Whereas, in the case of the brick mileage 
rates from Redcliff where there has been no agree- 
ment to establish a Joint™ariff and mo yom 
tariff filed under Section 336, we find that the 
Shippers do obtain reductions of 2¢ below the 
Straight combination? 

A. They have a reduction according to the size 
of the rate. 

Q. It is 2¢ in many cases. I should have 
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Ae Theat tg right. 


G. 1) 'S0 thatthe Shippers are actually worse 


off rate-wise where Section 336 is complied with 
than where no attempt was made to establish joint 
Leririss “hat is 80, lien'’t 16? 

A. From what you say, yes. 

Q. Now, in Volume 76, page 15410, you say 
that’ the railways, about the middle of the page:- 

"The railways establish joint interline 
rates wherever there is the necessity for it. 

This is the policy of the railways. '? 

Ae Yes, “sir, 

Q. Does that mean that the railways determine 
when a joint interline rate is necessary, and when 
Vo 1s Not? 

ye Vee Sir 

Q. Now, at page 88, and in the Transcript 
copy the same Volume, Mr. Jefferson, page 15424 


in Volume 76, at the bottom of the page, you say :- 


(Page 16091 follows) 
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"There is also involved in multiple-line hauls 
the cost of transfer at the interchange point..." 
Now, I went to ask you about thet. Are there any eppre- 
ciable differences in trensfer costs at an interchange 
point other then those that you have at a single-line 
Junction point? 

A. What do you mean by Single-line junction point? 

Q. Well, you have junction points on your railwey 
where you bresk down trains and meke them up again? 

A. That may be, 

Q@. Now, when you do that, costs sre involved, I 
take it? 

A. You get the full rate, 

Q. Yes, but I just say, Mr. Jefferson, costs are 
involved in that kind of operation? 

Ry But you get- the full rate, Mr. Frawley. 

Q@. What's that? 

AS® You°get the Tull’ rete: 

Q@. You certainly get the full rate on the cement from 
Exshaw? 

A. That one instance, yes, 

Q. Are there eny appreciable differences in transfer 
costs at an interchange point that you speek of than there 
are ac the Junction point? +1 don't Suppose you would say 
there wes eny appreciable difference, would you? 

A. There may be some, but nothing eppreciable, except 
this -- well, I suppose even at junction points on the one 
railway you have got to have tracks to put the cars, got to 
have interchange trecks. 

Q. re you seying, Mr. Jefferson, thet the existing 
differences between single-line and interline rates repre- 
sent octuel costs of transfer? 


A. The difference between--- 
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Q. Yes; the differences that there are today. between 
Single-line rates end interline rates represent the actual 
costs of transfer? 

A. I would not say it is only the ectual costs of 
transfer. 

Q. You know thet in the case of cement moving out of 
Exshew you can find that there is 2s much as 10 and 15 
cents difference between points thet ere only 92 few miles 
away across country, from one line of railway to the other, 
equidistant from the plant? 

A. Yes. 

Q. And I am just putting to you whether or not that 
10¢ or 12¢, as the case may be, represents the actuel costs 
of trensfer; I just want to know whether you ere saying 
that or not? 

A. No. We all know two-line rates should be higher 
than single-line retes. 

Q. Hes the Board ever established just and reasonable 
cherges for interchange operations? 

A. Not thst I know of. 

THE CHAIRMAN: While we sre on this, Mr. 
Frewley, can you tell me whether section 337 has ever been 
invoked? 

MR FRAWLEY: Yes, I could ask Mr, Jefferson about 
that. 

Q@. You see, Mr. Jefferson, 337 provides a remedy, as 
it were, when there hes been 2 failure to agree under 336 
to establish e joint teriff. Do you know of applicetions 
made to the Board complaining sbout the failure of the 
companies to agree on 2 joint tariff? 

A. I cannot give any decisions from memory, but I 
dare say there may be cases where complaints were meade to 


the Board due to the feilure of the railways to establish 
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@ joint rete, end the Commission may have prescribed one. 

THE CHAIRMAN: I am enxious to know. Cen Mr. 
Evans tell me? 

MR EVANS: Well, I om slmost sure et the moment 
that there have been, but, even if there have not been, 
the Board has ected on its own motion, because there is a 
discussion in the brief, snd I was trying to turn it up 
28 you asked me. In our brief we describe the oction taken 
by the Board to establish interline rates, and there is 
quite a lot of materiel in our brief on thet very case. 

THE CHAIRMAN: Perhaps, Mr. Covert, you have 
found some case on that. 

MR COVERT: According to the only notes I see I 
have, there was one case that decided that it applied to 
Dominion railweys only snd not to provinciel. It was a 
case in which they tried to have e joint rate through 2 
Provincial railway and a Dominion railway, and the Board, 

I notice, said that they head no jurisdiction over the 
Provincial road. The other case that I have, I have not 
the name of it, but I see it is in 22 Canadian Reilway 
Cases at 429: 
"Treffic must move on the joint route unless the 
Single route effords eae reasonable and precticable one." 
Those are the only two ceses that I find on the section. 

THE CHAIRMAN: Well, I would like to be informed 
if eny other case is found. 

MR HART: If your lordship please, I am informed 
by my treffic adviser thet there was one case that comes 
to his mind, and that wes the movement of Malagash salt to 

Temiskaming. I have no further deteil on it at the 
moment, but perhaps we could provide Mr. Covert with 
further details, perhaps at the noon bresk. 


MR FRAWLEY: Q. You cannot think of any instences 
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in your experience, because you would not be interested 
in the movement of the salt from Melegesh, would you? 

A. I would to Temiskoming, yes, Sin, 

@. You would be interested in getting it sfter it 
left Melegssh someplace? 

A. Well, because it has got to go over the Canadien 
Pecific Rcoilway to get to Temiskaming. 

Q. That is right; so you would get it; end where you 
got it, at what point you got it, would be o matter of some 
interest to you? 

tie! ue Es 

Q. Where would be the first place you could get it? 
At St.Rosalie Junction? 

A. I think thet is where we do get it. 

Q. And the Conadian Nationel might keep it until it 
got right to North Bey; that would be the other end of the 
deal, wouldn't it? 

A. If they wanted to go there and come back ogeain. 
Temiskaming is east of North Bay. 

Q. Oh, Temiskeming -- not on the T. & N.O,.? 

5, WG Ae rete Raa 

Q. Now, Mr.. Jefferson, what you have said to us ea 
minute ago was that you cannot think of any instances in 
your experience where there has been @ complaint to the 
Boord arising out of the failure of the railways to agree 
on a joint tariff under section 336? 

A... T-eannot think of any particular case, but 2 dare 
sey there ere some. 

Q. Wouldn't thet rather indicate that this business 
of interline retes is almost exclusively in the hends of 
the railways from dey to day and month to month? 

A. Just like every other rate; in the hands of the 


railways, subject to complaint to the Boerd. 
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RND -16095- Mr. Jefferson, cr-ex. 


Q. That certeinly mekes it quite clear, Mr. Jeffer- 
son. Now, Mr. Jefferson, dealing for 3 moment with 
interline rates, do you know of any treffic that pays full 
Standard rates -- what I should sey, Mr. Jefferson, is, 
dealing for e moment with international rates--- 

A. International retes? 

COMMISSIONER INNIS: Mr. Frawley, before you 
leave this question of interline rates: Do I understand 
that there is ean eppreciable difference between a single- 
line rate and 3 two-line rate in most cases? 

A. There is a difference. Now, take in the west, on 
coal, we have rates on coal from points on the Canadian 
Pacific to points on the Canedisn National. They have 
rates from points on the Cansdian Netionel to points on 


the Canadian Pacific. Those rates are on the one-line 


basis plus 2¢ a hundred pounds or 40¢ 2 ton. 
Qe Thateisntorsdeyy sone of tthe deatie_ 4 
A. No. 
Q. Not some of the locels? 
A. It is on the one-line basis plus 40¢ 9 ton, 

Q. And each commodity would have its own sort of 
problem? 

A. Each commodity would have its own problem? 

Q. Each commodity would be dealt with with sepsrate 
formulse? 

A. Yes, sir. Now, we have rates on lumber from points 
on the Canadian Pacific to points on the National; they 


have retes--- 


THE CHAIRMAN: Q. There again, in the case of 


lumber, is the joint higher by some--- 


A. Yes, sir; it is the one-line basis on the lumber 


plus one or two cents. 


MR FRAWLEY: It is one cent, I 9m informed. 
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-16096- Mr. Jefferson, cr-ex. 


THE CHAIRMAN: Q, One cent per whet? 

A. Per hundred pounds, That is to say, we will take 
the coal -- perhaps I cen explein it to you more clearly. 
We will say you have a movement of coal from 3s point on 
the Canadian Pacific to a point on the Canedian Pacific, 
400 miles. Now, we will Say there is a movement from a 
point on the Cenadian Pacific to 3s point on the Canadian 
National, which is also 400 miles. Now, the interline rate 
on the coal is the same es the single-line rate for 400 
miles, plus 40¢ 2 ton, 

Q. If you were asked to justify the 40¢ 8 ton, would 
you say on account of the movement, the transfer from one 
line to the other? 

A. Yes, sir, end the costs incident to 9s two-line 
movement compared with a one-line movement. 

COMMISSIONER INNIS: Q. Isn't there some danger 
that the whole interline rete problem tends to divide the 
economy into two groups, those which sre fortunate enough 
to be on the same line end those which ere unfortunate 
enough to be not on the same line, and that in some 
commodities the distinction may mean perhaps a reesonsably 
heavy burden? 

A. Well, the best answer I can give to your question, 
Mr. Innis, is that we believe that we have interline rates 
where interline rates are required end where there is 2a 
necessity for them. 

Q. Yes; I am not thinking of that so much as I am of 
the amount above the single-line rate. The formuls, what- 
ever is involved, I have no dowbt is worked out at the 
lowest possible level, but still it is above the single- 
line rate, and it does mean -- we ere not interested in 
the Province of Alberte or in the railways; we ere inter- 


ested in the problem of governmen\t policy, that is to say, 
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-16097- Mr. Jefferson, cr-ex, 


Federal policy, and this does tend to in a sense rend the 
economy into two parts, thet which is fortunate enough to 
be on @ single line and that part of the economy which is 
Streddle the two? 

A. Well, so long es no one complains of the joint 
retes that are in effect, everyone appears to be satisfied 
with them. 

Q. Thot moy be, but I am wondering how far the 
general reliance on complaints is adequate. Now, I think 
Mr. Evens wos pointing to a question of the Quebec Centroel, 
which is almost a part of the Cenadiean Pacific, and yet 
there would be an addition in thot case. Is that true, Mr. 
Evans? 

MR EVANS: There are certain two-line rates to 
end from Quebec Central points; it does not follow thet 
they all are. 

COMMISSIONER INNIS: But it would mean that 3 
certain region which perhaps has no vocal interests or is 
unable to organize end present some vocal claim, may be 
penalized, and I am wondering just how fer you can say 
that because there is no complaint therefore it is satis- 
factory. 

THE WITNESS: Well, of course, I do not think 
where we have interline retes that the penslty that you 
Speak of is of much importance. Now, I will go back to 
cosl egain. Coal goes to whet we callline yards, so does 
lumber, in Western Canada. Now, they con obtain their coal 
or their lumber from 2 point on the Canadian Pacific, but 
for some reason or other they went to obtain it from oa 
point on the Canadien National. Now, they heve the single- 
line rate plws 40¢ e ton. It moy be in some instances that 
the two-line rate from the nesrest source of supply is 


lower than ‘the single-line rate from another source of 
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-16098 - Mr, Jefferson, cr-ex. 


Supply. You will find that situstion in both lumber end 
coal. It is not slwsys a penelty. 

COMMISSIONER INNIS: No, I cen understand thet. 

THE WITNESS: Yes, sir. 

COMMISSIONER INNIS: But it does seem.to me thot 
it is perhaps to a Slight extent e dividing element as be- 
tween different economies; perhaps in some cases it may be 
rather serious, 

THE WITNESS: I do not know really where it is 
serious. 

COMMISSIONER ANGUS: Q. Do you treat the fact 
that no complaint is made as evidence that no dissetisfac- 
tion is felt, because e complaint would be limited bythe 
law and by the practice of the Board -- I mean your expect- 
ation of getting redress, getting o change? Is the fact 
that no complaint is made really evidence thet the shippers 
sre satisfied? 

A. Not necesssrily. They may not be satisfied on 
coal with the single-line basis plus 40¢ 8 ton, but they 
think there is no use in complaining about it, because that 
is the basis, well-established basis. Theat may be. I 
cannot answer that, but I do not think the penalty is ea 
large one. 

MR FRAWLEY: Q. Just speaking of that, Mr. Jef- 
ferson, the situation appears to be that in the case of 
coal end lumber the railways have found that it was 
necessary to put the joimt rates in? 

A, Yes, @ir. 

@. And in the case of cement they found that it wes 
not necessary to put it i.n? 

A. We put in 2 rate: on cement the same as on coal 
and the same es on lumber: that was satisfactory to the 


railways and the shippers and the receivers. 


, i \ ths '; A (rk 


4s KO=19 tootsie’ sam -8008L~ 


: : | eee ae 
be tote Mod at noideudte gent bart ifiw voF  thaque 
ie UiLoneq @ eqawin dom |x Ba + ig00 
| ded bantanatan aso fom eODIMY AMMOTReTMIOS 

The .8oY +ecaguTlw Ave 


Feds ov oJ. mses aook SL duv8 . s2TWMT ARMOTESTEMOD 


5 " . . r os BE oe f B ’ ¢ A age - i ah > & £oet Mr & \ 
“ed 5 mado anitbivii a gngtxs digife o of egentzsg af ot 
H ¥ ew a 
al O8 fr ft CoQ (8elroness PASwl Th meow? 
“| # vwesiget: 
2. TIS Geng - 
A 9 ¥ ty re 
et ht oxeiw yLlede woe! don ob) PF ageaerrweae 
rm ree 
* fo. (95 
eek y Te art 4 Ortres eieet Pata’ ny 1 
iy a OF ie WO % * é G i un by lesa i. & ¢ , i r 
> 
. . +s ’ P A + 
- } Sif Cy As he Ps } ‘ > ro ab ie ivf J +f a 1G 1% ve pet 
é : J 4 ‘ 7 
{ od Dix Lemac 18) 1 9 BL mol? 
Hy P . | , 
* fa eR . | OY 10 aolsors” ody vd One wel 
° 
2 } a = * ® = y . 
, > : Cree n ‘ “eet a et Siw s Lie Hola : 
{ i fd t revere ; bey af 
Pv ‘ A Ath & YF hdd Od pid 1D OF iw 
ay ke : 
. A dts i he >} 
soe) rey ow ar F . 7 i i tm TT j 
ABR ee ee a ees bo 7 e 
; Bad . nod pO ! ¢ enti-alguta ead cthu Lsoo 
i Sipe Set i 7 ) F + P verges e ° * P el > 
an ' ths ‘ ye Si ra Fu ie BEd ‘Rab ot ie Wid ARAL 4 
i ? By Py vu ge ae = = F { ob 
% r fm i } % f ka & bie 2, a Neca fa > vi 4 Va a tS 
{ . bx Pos oe % oo ota 3 4 
uv do OG WH POL 1 2 ORS . Oty ewan rue 
+f sory es I 
® ase = 
9 of i tHaece ge 2 yVRIWAAt aM 
= oa 4 F ot - 
: Bet i 1 BH Ye, Yr 2. orien La Feiss ? arg P roe’ =) 
s * 
j i + aah trem t it’ ay od Fi , a rods ipa Pert EROS 
¥ 7 “4 ; j Pere yh P 
sit Garey ILOL Offs geq of yrsseeaan 
LJ 
ae gra ay se 
3k } aa F et Ate hh ee nn ‘ rts f a 
: NGL Ya? stemeh to sess efdemt bak 9 
o ~ = é : : ann 
145 3L guq Of vucagener go: 
‘ 
P 
i? , ) - r 5 » sirens wen) y wi a + a wm, t “ 
. i hy eS Sv SIS oS 1erey 8 oh Vug OW. af - 
i’ i e 
4° fy - a Mk oral ~ ~ 
. ViOvesistiee ew Sede sdml woe ea oniee oad bare : 


WIOVESGOe ot Orig eteqqina ond bye eyowlten oy 


er mtg (ios See thsi ori ak ee a 


RND -16099- Mr. Jefferson, cr-ex. 


Q. And it wes exactly the same rete, you told me 


this morning, before you put in the joint torlilr vee 


after? 

A, That may be, 

‘Q. Thet is right. Now, Mr. Jefferson, following up 
what Dr. Innis wes exemining you about, the Canads Cement 
Compeny hes 23 monopoly on the manufacture of cement, 
certainly in Western Canada? 

A. Not in Western Conads, no, sir. 

Q. No? 

By TNO 
Q. Well, who else is meking cement? 

A. They have e cement plant in British Columbia. 
THE CHAIRMAN: Q. I beg your pardon? 

A. We have a cement plant in British Columbia. 

MR FRAWLEY: Q. They cannot compete against 
Exshaw, can they? 

A. Not in the preirie provinces. 

Q. Then let us speak about the prairie provinces. 

A. But the Exshaw and the British Columbie producer 
compete in British Columbia. 

Q. All right; but I am speeking of the consumers 
in Alberta end western Saskatchewan; they ere supplied 
exclusively from Exshaw, aren't they? 

A. Exshaw or Winnipeg. 

Q. Or Winnipeg; and there would be s freight 
dividing line, wouldn't there? 

A, “Yes, “sic, 

Q. So let us say, then, that the Cenadsa Cement plent 
et Exshaw has a complete monopoly of Alberta and western 

S -skatchewan? 


ms. “Yes, Sir, 


Q. Now, if ae person locates on en exclusive Canadian 
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-16100- Mr. Jefferson, cr-ex. 


Netional stetion, he is going to pay more for his cement 
then if he locates on es Canedian Pacific station, distances 
being equel? 

A. Yes, 

Q. It is es simple os’ that? 

A. Sure. 

Q. Do you know where Mirror is -- sn exclusive 
Canadien National point just a few miles from Alix? 

A. I know it is in that section of the country, yes. 

Q. Now, the cement dealer at Mirror told us he 
could not compete with the men at Alix, because Alix was 
on @ Cansdian Pocifie point, and the very thing we are 
telking about, the difference between the Single-line rate 
end the two-line rete, was just enough to take his 
business eway from him at Mirror. 

A. How fer is Mirror from Alix? 

Q. I don't know -- obout twenty miles, something like 
that. 

A. He would probably buy his cement in Alix. 

Q. No, he would buy it from the cement plant at 
Exshaw. 

A. Yes, but he would buy it through a deeler at 

Aula. 

Q.. No, no;, Il. am..talking,about. a. yerd, 

MES» VST. 

Q. Talking ebout a lumber yard; he buys it from the 
Plent, doesn't he? 

he (OK ee. 

Q. Now then, you do not regerd that as important? 
If thats instonce were multiplied, you do not regord thet 
8S improrteant st 211? 

IM. Not es long os it is satisfactory to everybody. 


Q. is it setisfactory? 
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A. Well, I don't know who it is unsetisfeactory to 
except yourself, Mr, Frawley. 

Q. Thot may be, except somebody representing the 
consumers of the Province of Alberts. It is already on 
the record thet the Canado Cement Compeny is not the 
Slightest bit interested, 

THE CHAIRMAN: Is what? 

MR FRAWLEY: Is not the slightest bit interested 
in the point. I reed into the record a letter of the 
Canada Cement Compeny. I asked them -- I make no apologies 
at ell when I sey I asked them to join me in supporting 
me on this cement situation. Oh, no, they seid, they did 
not think the railways would like nor would the Commission 


like that they should come and present this before the 


Board. 

MR EVANS: Thet letter--- 

MR FRAWLEY: The letter is already read. 

MR EVANS: But I do not want e misinterpretation 
Oe G 


MR FRAWLEY: No, I certainly do not want a mis- 
interpretation of it. The letter was written to me, so I 
know what I am talking ebout. Thst is the kind of situe- 
tion I am talking sbout, ond I am only suggesting thot the 
mere fact, the accident, of where s man is located in 
Western Cansde hes a lot to do -- the freight retes, 
rather, have e lot to do with where a man is located in 

Western Canada. 

On “net. 19 eo; Lent ae 

A. Yes -- not so much as between one railway or the 
other, but if wou ore telking ebout an industry, he is 
going to locate where he thinks is the best place to 


locate in the morketing of the product he is going to 
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produce and in what territory he is going to merket. 

Q. Doesn't it slmost come down to this, thet 2 men 
is a fool to locate in industry in Western Cenada except 
at 2a place where both the Cenedisan Nsetionel and the 
Canadian Pocific operate? 

A. I would not agree with thet -t all. 

MR EVANS: I think it is rother important thet 
we should know exectly what the Conode Cement Company did 
say in the letter, and it is rather extreordinary the 
interpretation which is being put upon it. This is whet 


the letter says: 


(Page 16104 follows) 
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I shall read now from Page 13317 of the 
transcript: 

"Insofar as the general public in Alberta 

are concerned, our prices are based on a flat mill 
basis and some years ago in order to put all of 
our customers on an even basis we scaled the 
territory out very carefully and made © flat mill 
basis from our Mill East, West, North, and South. 
This necessitated a very few increases and a 
great number of decreases, and in making up this 
basis it meant a reduction in our net revenue, 
but we felt that it was much better and fairer 
for the whole province to have everyone on an 
even mill basis although it cost us money to do 
BO,” 
And then, in another paragraph, I read: 
"The whole matter seems to be entirely out 
‘of our sphere. We accept the rates as set by 
the railways and we feel that any application of 
ours to the Royal Commission would not be received 
with favour by either the railways or the Royal 
Commission." 

MR, FRAWLEY: I put it to Mr, Evans that 
regardless of the price .plan of Canada Cement, if I 
buy cement 100 miles of Exshaw on the Canadian National, 
I will pay more freight than if I live 100 miles from 

Exshaw on the Canadian Pecific. 

COMMISSIONER INNIS: The same problem applies to 
the Canadian National. It is only fair for Mr, Jefferson 
to suggest it. 

MR. FRAWLEY: You mean if the Canadian National 


had a plant on their exclusive line? 
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COMMISSIONER INNIS: Yes, 

MR. FRAWLEY: Exactly, sir. 

THE CHAIRMAN: There are all sorts of disadvantages. 
Distance itself is one. 

MR. FRAWLEY: Yes, of course. That is 4 dis-~ 
advantage which the railways cannot overcome. 

THE CHAIRMAN: He may have some good reason which 
indyces him to settle 200 miles away. 

MR FRAWLEY: That is true. 

THE CHAIRMAN: And in the other case again, a man 
may have a good reason to settle on the Canadian National 
even though his cement may cost him more. 

MR. FRAWLEY: That is true. 

THE CHAIRMAN: Whet is your suggestion? 

MR. FRAWLEY: About interline rates; I think they 
should be more widely practiced and made on & basis which 
reflects generally an interline rate which would be less 
than the sum of the two locals. My aim is to get away 
from the burden of high freight -' : rates. 

THE CHAIRMAN: Then what do you want us to do? 

MR. FRAWLEY: If this Commission did nothing more 
than to observe the situation and comment on it in line 
with my submission, that would be quite sufficient. 

I suppose there will be an opportunity for me to 
say something more about it later. 

THE CHAIRMAN: In your argument, of course. 

MR. EVANS: Mr. Frawley suggests that the 
Commission might comment on it. I think he said that his 
only concern was in pointing out anomalies. Therefore, 
he expects this Commission, without having 2ll the facts, 


to make some recommendation. 
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To me it is impossible that this Commission, 
without going into all the details of these various rates, 
as to why they exist, and to know whether somebody was hurt 
or not, should decide whether there was an anomaly. 

MR. FRAWLEY: That is the last word, my lord, in 
a defeatist argument. 

The Order in Council should never have been passed 
at all in the language in which it was passed. 

This Commission is directed to examine into 
anomalies. 

What my friend has just said about cement, he will 
say about every single problem which has been presented to 
this Commission since we began: that we must have more 
facts; and, «© behind my friend's argu®ent is: Let us go 
back to the Board. That is what is behind everything he 
says. 

THRE CHAIRMAN: We are told, or it is admitted, 
that there are certain regions where, by reason of economic, 
geographic and other disadvantages, they are adversely 
affected by transportation difficulties and by certain 
anomalies. 

Is your region one of these? Has it such economic, 
geographic, and other disadvantages that it is affected by 
anomalies in the freight rates? 

MR. FRAWLEY: Yes, sits 

THE CHAIRMAN: We are asked later on to review 
the Railway Act in respect of such matters as a guidance 
to the Board in general freight rate revisions,such 4s 
these international rates, and to recommend such amandments 
as you speak of. a 
Is it of much use to come to us and to say: The 


Railway Act is satisfactory as it is, only we think the Board 
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Should do otherwise than er been doing? 

MR. FRAWLEY: You mean ==? 

THE CHAIRMAN: I say: Are we really doing justice 
to the whole inquiry if you come to us and say the R@ilway 
het is fl. Tight? “336° Ps all right. 337 12 al Tien ons 
we do not like the way the Board administers it? 

MR. FRAWLEY: Yes, sir. 

THE CHAIRMAN: But you have no amendment to suggest. 


We are asked to guide the Board by way of 


recommending amendments tc the Act. That is what I am trying 
to get at. 

If we are just asked to express opinions that the 
Board ought to do this or to say something, it does not cover 
the point. 

But if you have a recommendation from us, then in 
a given case the parties appearing before the Board could 
present to the Board our recommendation that they should do 
this. 

Then Mr. Evans might say: That is only @ recommen- 
dation. I think the recommendation is wrong and you should 
not pay any attention to it. 

Would we be any further ahead? 

MR. FRAWLEY: All these things could be put into 
legislation. When I say that, I do not suggest this particular 
amendmaht be put into legislation, because there is 4 
limit to legislating everything into the R@ilway Act. 
However, I have an open mind, and on this question of 
making interline rates, if this Commission should say == 

THE CHAIRMAN: The provisions are satisfactory, 
and you do not want them altered? 


MR. FRAWLEY: Not at the moment. 
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THE CHAIRMAN: Your only complaint must be that 
they are not administered in the way you think they ought 
to be? 

MR, FRAWLEY: If it were seriously thought that 
nothing, except & recommendation which was tied into an 
amendment to the statute, was going to have any attention 
paid to it at all; if I could be sure of that, then I would 
come forward with amendments on practically everything. 

THE CHAIRMAN: It depends on what you want. Do 
you want the law in the future to be better than it is now? 

MR. FRAWLEY: I certainly want the practice to be 
better, 

THE CHAIRMAN: But if the same law comes back 
to the same men to practice under, all you would have is 
another controversy before the Board, and you would ask 
this Royal Commission to find fault with them and to 
recommend that they should do eae Weee 1a the future. 

The railways would be saying: After all, this 
in only 2 recommendation from certain people forming 2a 
Royal Commission, and who are not working all the time 
at fixing freight rates. So we do not think you should 
pay too much attention to it. 

But if you should say: Here is something wrong 
with the Act which ought to be changed to prevent it from 
going on, then you would really have something to work on. 

MR. FRAWLEY: Might I say that there appears to 
be a sort of middle course? 

THE CHAIRMAN: I suppose we could go on endlessly 
hearing complaints about the way the Board administers 
One section of the Act after another; but unless you have 
some legislative correction to propose == 

MR. FRAWLEY: When I speak about & middle ground 


or middle course, I have this in mind: Let us suppose 


| ie acs y 
InGcow T set that Lo pe ad bane t a aia te py sb 
~ ani awe TILoeItepis > wap otha onewrs® ¢ r 
SO. dw a0 % tay, 1 bir oe vr = le aT, | x 
fwom e228 maid atted od of oredet ent we end oat den doy 


- 


of TN at hieatg od tee ytateites ff s2R WATT a ol 


.  Sedtted 
od komen wel emee ond ah JOM 2 ESET e Sar 
s}) ovat Sinow ooy 18 wcobene ono mtg OF em waves eft oF” 
‘a BOT Ons {Hest ots gro ted oer tomy nie 
+ Gb met WdwHivet batt of ackeeanmcd Leyok eae 
ork at oelwtadt> 6b bios yor 420s Serewmeno ot 
Sim? «ile aestA etereyee ‘od & Pia: YY etewiteor ef? . 
2 grbrrot efyceq ntatien ace NOL? abrceooet = yiao we : 
est? crs fs Britto Jon oth ow bigs sab dee tweed Leyou 
Hivos aoe tats tod ob ah BE eokon Sdpier? sate 3n 
32 oF motinwdds dow ond Yay 
‘Bietw gatsroemoe et ote *Y¥ae Biorte bos 42 tH | 
TE Jasvetq ot bogearo of od detess! te tty 30 ari? st iw 
9 883 daew aa animesios evad giles Bisew usy Soci «ito sitios. 
of ateedda eteds ted vee f SHnte Oa aa | 
ae fern pehten ED sit té Feng 4 ob 
BHe ides % 2g Pero ev eaogyte I THAILAND ant 
mers ote tannbs brid add yew etd feoda gin Nilqaoe patina 
ved cog “eset? ted Ladd ones Sette: toa ait tO gotteas eat) 
“~ ganqctg at aoléeeteon Doirsintias 
Havets elbiia 2 geode adaege! f cell, AYBOWAET: 3H 
‘stboie ne 


MIS BL a al + as ip at mee pein tr: rere 
(ona Sie aunts ad 


| 


-16109- Mr. Jefferson creex 


there was no amendment recommended at this time, but there 
was an observation of which my friend complains, an 
Observation: or a comment made by the Commissioners to the 
Governor General in Council, and it stopped there. 

But it was & serious recommendation and it was 
felt that the matter of the joint line rates should not be 
left so exclusively to the railways. And then we found 
that the regulatory body paid no attention to that comment 
or observation of the Rcyal Commission. 

There would still be Parliament, which sits 
every year. We could still go back to Parliament and 
ask them: Please, will you amend the Railway Act? 

THE CHAIRMAN: Ycu are sure that you would not 
ask for another Rcyal Commission? 

MR. FRAWLEY: I think that Royal Commissions 
are sometimes too infrequent. I think that this one 
was far too long in coming. 

THE CHAIRMAN: As we go along, I intend to 
continue to ask you if you can really give us any 
amendments. 

MR. FRAWLEY: Yes, sir, I have some prepared now. 

THE CHAIRMAN: We dealt with the livestock industry, 
fOr example, and with the meat-and bacon industry in 
Alberta. 

MR. FRAWLEY: Yes, sir. 

THR CHAIRMAN: I take it you would like to see 

in Alberta 
2 state of affairs whereby the cattle which are pred should 
be directed to Calgary and other similar points and there 
turned into meat, and then shipped out into the market? 

MR. FRAWLEY: The growth of secondary industry, 
that is right. 

THE CHATRMAN: Then how far do you want us to 


help you bring about that state of affairs by legislation? 
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MR. FRAWLEY: I have an amendment to propose. 

THE CHAIRMAN: You have? 

MR. FRAWLEY: Oh, yes. 

THE CHAIRMAN: Good: 

MR. FRAWLEY: Q. Now, Mr. Jefferson, can you 
tell me whether or not you know of any traffic in the 
Ontario-Quebec territory which pays full standard rates? 

, Oe Any traffic? 

Q. Can you give any examples of any traffic, or 
any considerable body of traffic, .or ‘any traffic, for 
that matter, which pays full standard rates? 

A, Only traffic moving between points where there 
is no lower class rate, no lower class rate in effect. 

Q. That mathematically follows, does it not? 

A. Yes, 

Q. But could you tell us of any considerable body 
of traffic which moves on those rates where there is no 
better special commodity or competitive rate? 

A, NOS “Gait 

Q. Do you know of any considerable body of traffic 
in prairie territory, leaving Ontario-Quebec aside, other 
than which pays full standard class rates, with the one 
exception of the rates from the border gateways? Can 
you give me any ¢xamples? 


A. No, sir. We have already said that the volume 


Cr=6€X 


of traffic moving at standard mileage rates between points 


in Canada is less than 5 per cent. 
Q. That is right. That is the over-all picture? 
1 You, 817s 
Q. Then let us look at this particular segment, at 
Page 105 of Part I of your submission where you say: 


{! tt 
In many cases « « -« 


t o Bs sows ee 
oo : yn ; 2 
he, ’ thi sottal. aaa 


, oe 


7 - oy option or Qo Wide atk tae ca the 
ation, Herbasdea Lier wiseg worse rod trwed ar — 
a Diag okt hon WA ek 
‘G gok Tt aat tne te selgnem ‘tae: ovly voy sad ued ¥ 
co). Of iaet vee < .orttesg tc yBod siden sbtenos uae 
oes bashaite Efe’: STSy, ‘Mo kety a tots 
“ott stotW adetog saewed palvos ortteny yin. A 


*, *o. ew? 


-Joelte sh ster esefa sewed cm & velpt eeeio saver on Br 


4 

=e 
‘ 
’ 


606 esol {oF GEL tndons ben veer, 2 


* eet & 
ale “tohLertoo wee to es Efew goy Birroo suf a . 


‘ . 
rAAA 
Toe “nett 


? 

3 
wt 

eh 

of 
| 


iw soter csomt mo gevom dotdw ofYtact +9) 
Teter esit ts cyeoe To pa thommeo Létooge tettad 
| tke «on «A 


2fTiewt Lo yhod si@ershieme yee Io want poy of 9 
Teco ahi 


(On COGGibec hain soateeel ocictiewed = ere ane nek. 
one, 6d0 aitke sodas nents Hioboumte Leek eter dobviw sore 
Wo Jagewetee tested s€t anet eodes att Bb noliqgesx s 
Secigarax® ya ost evi MOF 

ota lee ofe toctt Gio qiserle avec a ot le. ONG wh 
eon2ot rheswehed eaten sep Ete erchsots #&. wtivor okt teat ae 
; tte ang 2 Aes Reet et Bers nt, 

fg a ne ie a ent eh geg?r .. sit ak Fay ob 

is athe eee A? 

E24 Srredieos wR Dong eb 7 ‘Wack et 262 peers - 


Tyas er eee beshas rat Me: 


ri 


matog to F Bhs to aor east 


,@. ar : 
+ et ash lara 


-161ll- Mr. Jefferson cr=ex 


Oh, I'll read the whole paragraph to get the sense of it. 
A. At Page 105? 


Q. Yes, Page 105 of Part I. 

A. Yes. 

Q. I read as follows: 

"There is no valid reason why the same distributing 
basis should be granted on merchandise entering 

Canada from the United States. In many cases such 

merchandise is in direct competition with similar 

goods produced at points in Canada." 
Is that one of the reasons why you charge the full 
standard class rate on this traffic? 

A. No. That is the basis. You are epee the 
proportional rates from the United States -~- Canadian 
international border points to destinations in the 
prairie provinces? 

Q. I am speaking of that portion of the rate which 
is assessed, let us -say, against a piece of farm machinery 
Moving from, let us say, Moline, Illinois, to Calgary? 

A. Yes. 

Q. I asked you whether or not the reason you charge 
the full standard class rate on that piece of farm 
machinery from the border gateway to the destination in 
Alberta, or Saskatchewan, or Manitoba, is because such 
merchandise is in direct competition with similar goods 
produced in Canada? 

A. If you ask whether we charge standard mileage 
rates from international boundary points to destinations 
in Canada on class rate traffic because of the agricultural 
implement industry, I say noi 

Q. That certainly is not an answer to my question. 


I am not clear what you mean. Let me ask my question 


again. 
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I simply put it to you: whether or not the 


reason why you charge farm machinery moving from United 


States to Alberta distinations == the reason why you 


charge the full standard rates on that portion of the haul, 


which is 


brief: 


yours, is because, as you say at Page 105 of your 


"In many cases such merchandise is in direct 


competition with similar goods produced at points 


aon Canadas?! 


A 
Q 
A, 
Q 
A. 


Q. 
Canadian 


A, 


The answer to your question is: No. 

LG teitnol? 

Yes, sir. 

So it is not one of the reasons why you apply it? 
No. 

You are not desirous of protecting and aiding 
manufacturers in Hamilton, Brantford and Toronto? 


If you are considering it anywhere, it has to 


be with respect to all traffic, it is one of the factors; 


but I would not apply it alone to agricultural implements. 


Q. 


You said in your brief: 


"In many cases such merchandise is in direct 


competition with similar goods produced at points 


in Canada" 


A. 
Q. 
A, 


Q. 


That is just a statement of fact. 

And in my case I can apply it to farm machinery? 
Apply it to anything. 

But I am only applying it to farm machinery at 


the moment. 


A, 
Q. 


Well, I am going to take everything. 


You will take farm machinery if I ask you 4 


question about farm machinery. 


THE CHAIRMAN: Q. This impresses me as 
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having much more bearing than a statement of fact. It 

was put out for a purpose. That is; there is no valid 
reason why the same distributing rate should not be granted 
on merchandise entering Canada from the United States 

&S on merchandise coming from various points in Canada. 
That is not just an ordinary statement of fact. There is 
meant to be a reason pointing to something. 

Bs The whole paragraph, yes, sir, 

Qe The whole element of the paragraph is the 
entering into competition with Canadian made goods. That 
is a factor which ought to be considered, you say? 

Aw ¥e 87°98 10>. 

MR. FRAWLEY: Q. This is the reason why you 
withheld distributing class rates from that traffic and 
applied full maximum standard rates? 

A. I explained that at least once, if not twice, 
within the last two weeks. 

Q. Well, you won't mind explaining it again? 

THE CHAIRMAN: Q. You mean wha t you said was 
about the international rates and how they are fixed? 

A Yos, six, 

MR. FRAWLEY: Q. It will only take a minute, 

I am sure, for you to agree or disagree. It is a fact, 
and may I say it is a fact, that when you say: 

"There is no valid reason why the same 
distributing basis should be granted on merchandise 
entering Canada from the United States." 

Bx Yee, ALY, 2s 

Q. Do I take it then that the reason why you withheld 
distributing class rates and applied full maximum standard 
class rates is because of the fact that they are indirect 


competition with merchandise, that is, in direct competition 
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with similar goods produced in Canada? 
A. It is one of the reasons, but not 211 of the 
reasons. 
COMMISSIONER ANGUS: Q. When you say: "no 
valid reason", was consideration given to whether the 
Havana charter involved any obligation not to discriminate 
in railways? 
A, No, sir. We say there is no valid reason why 
the same distributing basis should be granted on mer- 
chandise entering Canada from the United States. 
We have in western Canada distributing rates 
from distributing points. I could name 2 dozen or more, 
but I will just name Winnipeg, Regina, and Calgary. 
Now, distributing rates are rates which are 
based, in the sense that you are getting @ second haul, 
or another haul on something which you have already received 
& haul on, 
On agricultural implements, and on any other 


traffic from the United States coming into western 


Canada, we receive there only the haul to destination, 
so we say there is no absolute reason why we should 
apply distributing rates on that traffic. | 
MR. FRAWLEY: @Q. Before I go on with my 
cross-examination, I want to come back to that very 
point and to the answer you have just given to Dr, Angus, 
Is it not a fact that traffic density to and 
from border points compares favourably with the traffic 
density on other lines, except main lines, in western 
Canada? : 


A. I do not know. That may be. I do not think that 


traffic density has got anything to do with 2G. 
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Q. Take the border point of Portal. Don't 
from Portal 
you think there is as much traffic moving/into Canada 
as moves down into Portal from some distributing centre? 
A Ohy- NO’. 
Q. Then let us look at your map. Let us look at 
Coutts, as a matter of fact, 
A, I thought it was Portal, 
Q. Very well, Portal. Let us coitme over to my own 
province then, 
At Page 3 of your appendix you indicate the 
density of traffic by the use of lines. 
A. Vesa s att 
wee and iput it to your that. ps looking at Coutts, 
there is indicated the very plain fact that much more goods 
move from Coutts to Calgary than move from Calgary to 
Coutts? Do you think that is so? ; 
A, That may be; but we have not got through rates 
through Coutts. It is a different situation altogether. ig 
Q. If you find it necessary to add something to each 
question, all right. But can you answer me and say that 
there is much more traffic from Couttsto Calgary than 
there is from Calgary to Coutts? 
A, Certainly; but it is not the kind of traffic 
we are talking about. ; 7 
Q. All right. I say, nevertheless, that the 
rate from Calgary to Coutts is 51 cents, while the 
rate from Coutts to Calgary is 62 cents. 
Bo. What has that got to do with international traffic? 
Q. I thought it had everything to do with it. 
A. Well, I say that it has nothing to do with it. 
We do not handle international traffic through the 
Coutts gateway. 
O.. That is what I wanted you to say. 


sd 
‘ 


jinaat . cheoe9 hbnen thal ead “a 

ea ee : 
efipasd? ~¢ et} sae yaa 22 ete rinks ogy ve ear a 
a on ‘se 

Vy _ 


SESE aE ees hBb ame came ri fkdacod att mira 20m 9 a. 


aah) 4 a0 ~ i 


. " ; cs " 
; ‘FEM, ay an a bab ; . qa Bui nT mp ot pe You satu tend ( fool if Y ' ov i 
| -TDaAT Tho tease pee. oebgeO- 
J Lerred. exw FE. dAmcds 7 bag 
- 4 


SR? -atey At oeeecr: ae a ote hve atl r , 
Vr ABSENT EIN WIS PRE RO «iL OSTO1 .. (iow aay fe 


‘ ‘4 apie a S - oS a 
ee GES ag ye Ce a far Faneb 
" 
~ 
aut ou 
op LE) 43 ig eh 
A Tiros oe A Beigel sanetad fad me * a « - = 
a Phe Rite Oey Wl dna Gh ob 4 Pats : 
+ 
<aeet on? ee a Ane a P “ 

AG: ' Fa bade bh REY sb bp kd cfict: { t Tr arnt fort mit heh att ree sy 
= *% ® ~ rt r : ec 
ef 1? te cepa XY iv Ht Sarl ; bebe oy ih £ pe arom 

oe zeit enh 4 mor ot Sakftooh 
a8) ae aie, steer tt ‘ Th ne aperey! one she ged = - 5 hee 
ac : pe 2 “if va, Pia 4 A ad aes 


« 
> 
rt 
ey 
* 
, 
it 
2 
ke 
vr 
mae 
=a 
f 
ioe 4 
= 
b=, 
“ 
sa 
: 
7 
r 
Ds 
ha! 
3 
« 
= 
’ 
J 
: 
a 
4 
— 
. 
_ 
rE 


te I Sa YT Yihereoany of Tak y ae 2] ~ 
PAR 26 See ar Gown oy mee Be aortas Lis 0 Btedie 
me VAPRES! fesse wort etl ies? sccm ASee et sree 
abs i yteylsD sort ef oxetd 
or i uy 3 Pt TA a2 pal uO 2 ga aed 2% ¥ oS gO y 7 
etBoah spree {fas YisB oF 
hy, Od yenoladinoven yee .iduiad Lia". 
a Oitw 4edaso {7 ef sdyecl! 33 yroatad wee otine 
-edmoo So at yeagiad ot addged tact gdac 
BAS « * ss UW oa 


| ' sok aby eB of dapdiviews Bad ts tiaveds I 9 

| ti ditiv ch of gutdton sage ded yee .ff6¥ . A? 

i ald dgcouts otters tensttaniséat «Paeed Som ob GW 

3 | ; Eades eed 
2 

. (82 oF Boy batnew FT dee ef gad 


-16116- Mr. Jefferson creex 


A. Any traffic we handle through the Coutts 
gateway moves on a combination of locals and it is 
an isolated movement of traffic, 

Q. It is much heavier,as appears from your own 
map, than what moves down from Calgary; yet you give 
Calgary the distributing class rates while you charge 
Coutts to Calgary the full standard rates. 

THE CHAIRMAN: Q. You mean, there is no 
international rate applicable. That is what you are" 
saying? 

A. Applicable via Sweet Grass. The only rate we 
have applicable via Sweet Grass is northbound on crude 
oil; and southbound on metals and metal concentrates. 

Q. On the northbound you have international rates? 

A, Yes, sir, 

Q. And that is the only one you have? 

an The one one we have of any importance. We 
have a through rate on crude oil from Montana to 
Calgary, or Lethbridge, or anywhere else. We do not 
charge our standard mileage rates from the boundary, 
and neither do we in the case of met@l and metal 
Concentrates going south through Coutts. 

MR, FRAWLEY: Now, you have finished telling 
us that there are no through rates. 

THE CHAIRMAN: We shall adjourn now until 


this afternoon. 


---(At 1:00 pem. the Commission adjourned until 2:45 
p.m. today) 


(Page 16118 follows) 
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AFTERNOON SESSION 


C. E. JEFFERSON RECALLED 
CROSS-EXAMINATION BY MR, FRAWLEY (CON. ) 


THE CHAIRMAN: Very well, Mr, Hart. 

MR. HART: If your lordship pleases during 
this morning's session I mentioned the question of joint 
through rates from Malagash to Temiskaming in the 
Province of Quebec. 

I now have some further details on the matter. 
The Board of Railway Commissioners, on the 27th day of 
December, 1927, issued Order No. 40081. 

The style of cause of the application is: 

"IN THE MATTER OF 

The application of the Malagash S@lt 
Products Limited of New Glasgow, Nova Scotia, 
for an order directing the Canadian Netional 
Railways and the Canadian Pacific Railway 
Company to establish a rate of 363 cents per 
100 pounds of salt in carloads, from Malagash 
aforesaid to Temiskaming and Kipewa Quebec." 

And then it goes on in the operative part 
of the Order, and I read as follows: 

"THE BOARD ORDERS that the Canadian National 

Railways and the Canadian Pacific Railway Company 
be, and they are hereby, required to establish, 
effective January 2nd, 1928, a joint rate 

on salt, coarse or rough in carloads, of 

364 cents per 100 pounds, from Malagash, 

Nova Scotia, to Temiskaming, Quebec; the 

rate to be divided 17.7 cents for the Canadian 


National Railways and 18.8 cents for the 
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Cenadian Pacific Reilway Company." 

That is a good example of the Board ordering 
in a rate and also ordering in a division at the same 
time. 

THE CHAIRMAN: Is there anything to show 

the relationship between that rate and what a 
straight line rate would have been for the same 
distance? 

MR. HART: I have no information on that; but 
I have no doubt we could have that information turned 
up and supplied to you, 

THE CHAIRMAN: What is the reference again? 

MR. HART: This is just 2 Board Order. There 
was no other decision. It is "Order No. 40081"; 
and it is dated"Tuesday the 27th day of December A.D. 
1927". 

The reference I have here is volume XVIII 
of the Canadian Freight Association, 

No. 1518. I have no doubt it is also to be found 
somewhere in the J.0.R.& RReports. 

MR. EVANS: I also have a reference for 
your lordship, 

When I was speaking this morning about the 
material in our brief, where the Board had actually 
ordered interline rates in a general matter, I was 
referring to Page 88 of Part II of our brief. 

THE CHAIRMAN: Yes. 

MR. EVANS: And you will see at the bottom 
of the page there is a reference to the report of Mr, 
J. Hardwell, the Chief Traffic Officer of the Board. 

THE CHAIRMAN: Yes. . 

MR. EVANS: The reference to that case was to 
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Volume IX 1.0.R.R. at Page 190. That is where the Order 
is found which is referred to in our brief... 

THE CHAIRMAN: I see. Very well, Mr. Frawley. 

MR, FRAWLEY: Mr, Jefferson, you told me this 
morning, that in part, at least, dealing with the application 
of the full standard class rates on American traffic 
after it reaches the border entering into Canada, that 
the fact that you applied full standard maximum class 
rates was due in part in least to the fact that similar 
goods were produced at points-in Canada. 

A, 1s, Sir, 

Q. I put it to you that that is tantamount to 
setting up a customs tariff for the Canadian manufacturer, 

re That is not the purpose of it. 

Q. I put it to you, and I say this without offence, 
that your responsibility is limited to charging just and 
reasonable rates, regardless of the origin or destination 
of the traffic you handle, so long as it is not contraband. 

A, Met Le Tight. 

Q. Would you agree with that? 

A. Yes, sir. We say they are just and reasonable. 

Q. And you do not know of any other traffic in 
western Canada except that traffic which is charged 
the full maximum rates? 

A, No, sir. But I think, Mr. Frawley, you are 
overlooking Page 85. 

THE CHAIRMAN: Overlooking what? 

A, Overlooking Page 85 of the Appendix to Part I, 
where we show that the through rates from Chicago to 
points in Western Canada based on the rates to the boundary 
plus the standard mileage rates beyond the boundary 
are not out of line with rates from Chicago to 


points of corresponding distances in the western United States. 
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MR, FRAWLEY: Q. I am quite aware of that. 

I am simply talking about what you.do. to, the traffic 
when it enters from lines at the border gateway. ib oe 
myself to that. I want you to look at Exhibit 136. 

COMMISSIONER ANGUS: Q. Would your proposal 
for rate equalization affect the situation at all? 

As, As I said in my evidence on equalization of rates, 
we might adopt the distributing rates from the boundary 
on the international traffic, if, in the equalization, 
our revenue would be preserved. 

MR. FRAWLEY: Q. But how would you find that 
out? How would you find out whe ther your revenue would 
be preserved? I want to know whether your suggestion is 
& delusion and snare, to speak jocularly? 

A. Oh, no, I said in my evidence that that would 

be determined from way bill tests which the Board 
of Transport Commissioners are conducting. 

Q. Have you got a copy of Exhibit 136 in front 
of you? 

A. What is it about? 

Q. I can show it to you and you can use my copy. 
While the people are getting out the other copies, 

COMMISSIONER INNIS: @Q. Has the traffic, for 
example, from castern GQnada to western Canada, 
increased following the rise in rates, in railway rates 
in the United States? 

A. The agricultural : implements rate from eastern to 
western Canada? 

Q.No. I was wondering whether the increase in 
railway rates in the United States had had the effect 
of increasing traffic between eastern Canada in Canadian 


agricultural implements to western Canada? 
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A. Ido not know. But I do know that the rates 
on agricultural implements from western United States 
to destinations in western Cenada have been increased 
more than from eastern Canada to points in western Canadas. 

Q. I was wondering whether that meant there had 
been increases in traffic in canned goods? 

Bs There is a movement of traffic from both the 
western United States and from eee Canada ; but I cannot 
say that the increase in the rates from the United States 

by a greater amount than from eastern Canada has caused 
an increase in the movement from eastern Canada, 

But the rates on agricultural implements from ; 
eastern Canada to western Canada today are lower than the 
rates from Chicago to western Canada, 

Q. iL appreciate that. I was wondering what effect 
the increase in the rates in the United States had had 
on Canadian trade. It was not a question of rates. 

A, I could not answer your question by saying 
whether it related in a greater increase from eastern 
Canada than from western United States points, because 
there has been a big movement of agricultural implements 
into western Canada from both the western United States 
and from eastern Canada. 

Q. You spoke about the movement of agricultural 
implements from Moline, or Chicago? 

MR. EVANS: I said that the rates were now 
so low from eastern Cenada that shipments did move 
from Chicago through Windsor, and took the Canadian 
routes to western Canada, because the whole movement from 
Chicago on that long route was actually cheaper than the 
movement from Chicago to western Canada. 
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cheaper. You told us that these were international 
through rates? 

A. I can explain it to you in this way: back in 
1918 or 1919 the Canadian railways gave the eastern 
implement manufacturers the same rates on agricul tural 
implemints to western Canada as from Chicago. 

Now, that was done for the shippers and the 
receivers in the west. 

But since 1918, the rates have gone up so much 
more in the United States than in Canada, that the rates 
from Chicago today are very much higher than from eastern 
Canada. 

We think the rate from eastern Canada should 
be the sixth class rate, with the Chicago rate as a 
maximum. 

If we got our full sixth class from eastern 
Canada to the west, we would have lower than the Chicago 
rate. _ 

That matter is before the Board of Transport 
Commissioners today. 

THE CHAIRMAN: Q. Are you applying to increase 
your present rates? 

A. We did increase them, sir, and the Board suspended 
the increase, 

Q. The Board suspended the increase? 

A. And ,the hearing has been held and we are now 
waiting for the decision. 

Q. That is quite apart from the general increase? 
The general increase was not made to apply on these 
shipments? 

A. Oh, yeSe 

Q. But there is still another increase? 


A. That is right. 
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MR. EVANS: We are trying to eliminate the 
Special rate that was put into effect at the request 
of the government around 1919 or 1920, and to restore 
the movement of implements from . eastern Canada 
to the sixth class rate, which was the normal position 
it would occupy. 

THE CHAIRMAN: And after that is done, would 
you apply these recent increases to it? 

MR. EVANS: Yes; and we would apply the recent 
increase to the commodity rate too. But this was a 
chenge from the commodity rate over to the class rate. 

MR. FRAWLEY: The issue was whether or not 
it was a competitive rate which they put in at the 
request of the government in 1919, and therefore they 
felt they had the right to change it without prior leave 
from the Bcard. 

THE CHAIRMAN: And that issue has been heard 


by the Board? 


MR. FRAWLEY: Q. Now will you look at Exhibit 136 
entitled "Canned Goods - Cerloads from Leamington, Ontario, 
to Calgary, Alberta"? : 

Quite apart from anything which is shown on this 
sheet for movements through the United States, I want 
to put on the record what the allerail, and also what 
the lake and rail rates are in Canada; and I put it to 
you that the rate now on canned goods to Calgary from 
Leamington and also from Belle River is already $2.59./ 

Is that right? '" 

A. The fifth class rate? 

Q. Well, the rate on canned goods. I put it to 
you that it is $2.59 from Leamington and also from 
Belle River to Calgary. That is right? 

A, Yes, sir. 


(Page 16128 follows) 
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Q. And that is the rate which would normally 
apply in the absence of any special circumstances? 

ao Yes’. 

Q. Now, we will get to the special circumstances 
Or Special movements. If the Shipment went to 
Vancouver and then was back-hauled to Calgary, the 
rate would be $1.40 to Vancouver, and $1.12 from 
Vancouver to Calgary, or a total of $2.52. Is that 
PIight? 

ee That 1s right. 

Q. And then if it went rail, lake and rail, 
Or perhaps just lake and rail to Vancouver, it 
could go at $1.37 - 3¢ less than the all-rail 
transcontinental rate. I think that 1s right too, 
Tete it? | 

ue that is right. 

Q. Then, adding the back-haul from Vancouver 
to Calgary would give you a rate of $2.49, Is that 
right? 

me That is *rieht. 

Q. Now, I will give you another alternative - 
rail, lake and rail, to Fort William from 
Belle River or Leamington (now check me if I am 
not right about this) - take Belle River, rail, 
lake and rail to Fort William 58¢. Is that right? 

A. Rail, lake and rail? 

Q. Yes. 

THE CHAIRMAN: To where? 

MR. FRAWLEY: To Fort William, to the 
lakehead; in other words, Mr. Jefferson, what I 
want to get is what the rate would be if it went 


by water to the lakehead and then to Calgary. I 
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will give you the figure. See if it is right. My 
figure is 58¢. 

A. Give me the total rate. 

een hey 

me, that is right. 

Q. Going by water to the lakehead and then 
by rail to Calgary? 

me nat is right. 

2. Now then, we have these four rates, $2.59 
being the published rate with no exceptional 
circumstances existing , and then rates of $2.43, 
$2.49, and $2.52 respectively, depending on the 
back-haul combination from Vancouver and depending 
on the movement to Fort William and then west? 

A. That is right. 

Q. Now, I will ask you just one question 
looking at the table of rates. You will see the 
rate from Coutts to Calgary (Exhibit 136) is 
6249 

A. that 16 right. 

Q@. And that is a fifth class standard 
mileage rate? 

Ay Thess asi right. 

Q. That is the same kind of rate which is, 
just in passing, what you apply on the farm machinery 
when it comes in from the United States also? 

ay Treat ts. right. 

Q. Now, if you apply the distributing rate - - 

A. On farm machinery it is the same basis 
but rates on farm machinery are sixth class. 


Q. That is true. Now, if the movement were in 


_ : . ; 
2 On < 7 1 
i > a ; uF 


Ave3S MOBTSTISL AM. | 
is T iad = wo} ' : _ a 
He _— e. ie 
; Z tt i = ’ : 
; Rend a 2 
i ie Pe a ga 
; mh 6wSHQEt OL Fo Th os. , otugrt ed 29% svky: ‘rehe 
+ - rae 


| | 682 at eaught i 
. 


»utey [é4o2?. 562 om, Sv FO TA 7 


’ | 1 


’ + das by i A 
wae ; i 
uy ‘ 
ryeaiy 6M "a ; . f 
vie A Pet Viet : : -s 


' ? * © 
> of i . « 
: a , ‘ 
{ 5 (fe Vig OOdE Sy Se t Be 
5 & “¥ i he ' «i 
iba ¥ MOET Ertan ola d “HOSG 
- 
r paey . ae 8 Fy a ari- & 
° 5 i od uel rTi§ wild ti) 


a Y ' 
oe ia . - * La 4 
* _ i ‘ 
'~ to Ser ORE ai ? od 5 se heg? % 
* 
ro ws . 4 r 
4 * 2 ‘ q . *5 - ty >< t 
3 . 4 5 v Rie FF RIILKOOG 
é o3 A 8 ‘ . . 4 " -s 
( ea I i ) Ou BSBMO’ Gory = Bile f 
Th Se 
t at tx 
my oe oa Somes 
oT 6 Ee 32 . 
J 
4 ’ " » £ rh 
; ita 4 oy eet a 
a <, ‘. 4 
x . we , é€ Pi f 
ors 
1% ar A 
* ¢ 7 Sake. a . 7 r 
ares Se BEY ae Bh AE 3 o, Jet W 
' 
. - ef f 
FY Oey CR sere wae 4 ts pom oT see ; “a 
mS Satria Me sree TS Paes wo , MITES MTP FORE 
. ? 
4 = a) = % be 
Dane, ae U ef ae eke me alee  s I (f2ci 
F 
oe se we F mA regeL? a 
. i i) Bi hes <n 
2. r J « 
i ~ 2 3 > 7 
; 4 pBl 5s Tiaqce soe > . KOH .- 
i 
qv will Bb, ie + — % 4 - 
4 : = ney: lt -y rate - 2 - 
m8 - US Sr anisione ogel qo «A 


855 ‘Gxle ore yreghiogm eee? ao epirie dat 


f 
a 
+} 
- 
ay 
ra 
Ss 


: 
ont Fk . wo eet 2h gent. 


- 16130 - Mr. Jefferson cr.ex 


the other direction, if the canned goods were 


moving from Calgary to Coutts, the distributing 
class rate wuuld apply, and that would be 51¢ 
instead of the 62¢ which it takes moving from 
Coutts to Calgary? 

A. I don't know; I have that right here. 

woe iss Dub At to you that it is 5l¢. that 
has been given to me. Mr. Buckingham and Mr. 
Edsforth could check that, but from Coutts to 
Calgary if the distributing class rate applied 
rather than the standard mileage rate, the 62¢ 
would be 51¢, and if that were so, we would have 
a total rate of $2.29, using the second column, 
instead of $2.49, 

A. We would have what? 

9. We would have a total of $2.29, the 
difference between 62¢ and 51¢. Is my arithmetic 
correct? 

A. I think $2.38 is correct. 

@. Yes, that is quite right. It would gO 
down from $2.49 to $2.38. That is right, Mr. 
Jefferson. Now then, just looking at the picture 
On an over-all basis, we find, that if canned goods 
were permitted to go from Leamington - well, taking 
Belle River, instances from Belle River to Calgary 
over the United States roads as I have indicated 
them in the Exhibit, the rates would be $2.40 on a 
minimum of 60,000 lb. car weight. Do you see that? 


hoo «Yen, 812. 


Q. And that that rate could be reduced by 


9¢ if (I mean that is just parenthetically) if the 
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distributing clsss rate applied rather than the 
Standard mileage rate. [+t could be reduced to - 
Just excuse me please, and I ask the Commissioners 
tO excuse me as well as the witness. I will just 
be a moment here. That is where my $2.29 comes 
from that I had a moment ago. I was looking at 
the Belle River to Calgary and I am afraid that 
you were looking at Leamington to Calgary, and it 
was my fault. I put it to you, that if the 
distributing rate applied from Coutts to Calgary, 
that the rate would be $2.29 instead of $2.40 
from Belle River? 

Pe wes, thar 1s righe. 

Q. Now, we will just confine our attention 
to Belle River and save confusion. And you will 
agree that this a three-factor rate, this rate of 
$2.40? We will go away from the $2.29 now because 
that is not realistic, but $2.40 is the actual 
rate taken from the rate-book? 

toe etttan Le rlete. 

Q. Now, that is a three-factor rate, a local 
rate from Belle River to Detroit, and a transcontinental 
rate from Detroit to Spokane or Sweet Grass and 
another standard mileage rate from Coutts to 
Calgary. It is a three-factor rate? 

A. What is this other column here? 

Q. It is a different minimum, Mr. Jefferson, 
that is all, and I am looking at the best rate, 
the one with the largest minimum. Now, of those 
three factors, one is a standard class rate. That 
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Aye ‘That tstriaeht 

Q. And the other two rates > that 15 the 
28¢ from Belle River to Detroit, and the rate from 
Detroit to Sweet Grass, those rates have been 
increased since 1939 to a very appreciable degree? 

A. The Belle River to Detroit, and Detroit 
to Sweet Grass, yes, sir. 

Q. Those are rates which have stood an increase 
ane Lopuvrit-to you yesterday, that it might have 
been as much as 57% and you corrected me, and 
pointed out to me that that was an over-all increase, 
but it is a very appreciable increase in those 
two rates? 

ASUAVEeS . 

Re Andel put et teto Feu, thar notwithstanding 
those facts, that one of them is a full standard 
class rate, that is, the one at the Alberta end 
of the shipment, and the other two have been 
increased over 50%, perhaps to be conservative, 
in the last few years, that notwithstanding that, 
it betters even your very best rate, that tee by 
rail to the lakehead, by 3¢ - $2.40 to $2.439 

A... Yes" 

Q. And it improves your published rate by 
19¢? 

A. Well, $2.43 is published as far as that 
goes, but they are different rates; one is all rail 
ahd thes other is water: and: rail, 

Q. That is right. Now then, Mr. Jefferson, 
those rates could be used except for the provisions 


of the rule which you see at the bottom of the Exhibit, 


couldn't they? 
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A... “You: ‘are Speaking now of the $2.40? 

Q. Yes, I am speaking of the $2.40. 

A Yes oi". 

Q. And that rule reads--just to put it on 
the record in this particular apposition --it is 
Rute 210 of Central Territory Railroads Freight 
Perete 260 -D, I.C.C. 318%, and Central Freight 
Aeeociavion Tariff 13.- D, Tid.c. 139 and it reads 
as follows:- 

"Rates named in tariff will not apply 

to form combination rates from points in 

Canada to points in Canada.” 

Now, Mr. Jefferson, can you tell me the source of 
that rule? 

A ane source of 177 

Q Yes. 

ee RNG. S20). 

Q You cannot tell it to me? 

A No. 

Q. Now, there are other restrictive rules 
Similar to that. That is the rule which one 
finds in Tariff 13 - D which is the tariff thas 
makes the rate 28¢ from Belle River to Detroit, 
the restrictive rule I have just read? 

An Yes, 6127; 

Q. But there are other restrictive rules 
which accomplish the same thing in other Freight 
Association Tariffs in the United States? 

A. “Thetis right 

Q. For instance, there is one in the Montana 


Lines Tariff 14 (1)? 
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A. I suppose that is the tariff from Detroit 
to Sweet Grass? 
Q. It may be; it is one of the carriers that 
carries the traffic or part of it from Detroit to 
Sweet Grass. Now, would you know the origin of 
the comparable item in the Montana Lines Tariff? 
A. The origin Of 167 
Q. The source of it, the origin of it? 
A. No, I suppose the Canadian railroads 
might have asked that it be put in the tariff. 
Q. There is not very meh doubt in your 
mind about that? 
h. ROY 
Q. Just to make it clear, Mr. Jefferson, 
I will read you what the Interstate Commerce 
Commission advises me with respect to, first, 
the restrictive Rule number 310 in the Montana 
Lines Tariff, and this is information which they 
have received in the Interstate Commerce Commission 
| from Mr. L. E. Kipp. Mr. L.E. Kipp is the 
gentleman who publishes the transcontinental 
rate tariffs on behalf of the railways, and Mr. 
Kipp advised the Interstate Commerce Commission 
as follows;- 
"As previously advised, publication was 
made on instructions of the Montana Lines. 
| Since the initial publication the Chairmanship 
of the Montana Lines has changed various times 
and in many cases papers, particularly on 
dead subjects, were not forwarded to the new 


Chairman. However, I have run this matter down 
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and developed that publication was made on 


request of Mr. G. C. Ransom, Chairman, Canadian 


Freight Association, Montreal, as per his 


letter dated June 19, 1928. The reason for 


the publication was stated by Mr. Ransom as 


follows:- 


'We would explain the necessity for 


this arises from the fact that Eastern 


Canadian shippers are now forwarding 


certain commodities originating in this 


territory to Detroit, Michigan, the traffic 


being re-billed from that point to a 


destination in Montana, and re-billed 


from there thence to the final destination 


in the Province of Alberta at a 


lower 


combination of rates than the through rate 


from Eastern Canada to the Alberta 


destination as published in our Agency 


Tesues! %, 


You would not be at all surprised at Mr. Ransom's 


actions in that regard? 
Aen ONO, BETS 
did you occupy in the Canadian Pacific? 
A. I was Assistant Freight Manager, 
Q. And if you had then oceupledrthe 
which you do now, you probably would have 
Mr. Ransom to write that kind of letter? 
A. Someone probably would have. 
Q. From the Canadian Pacific or the 


National? 


Q. In June 1948, Mr. Jefferson, what office 


at Winnipeg. 
position 


requested 


Canadian 
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Ay “(Thatitsertght. 

Q. Now, running down: the origin of the one 
which appears in Exhibit 136, that 15 hehhe 
restrictive Rule 210 in Central Territory Tariff 
260-D, Mr. Cn.kE. Jensen, a Director of the Inter- 
state Commerce Commission advises me as follows. 
He first tells me he findsthere is no reason to 
inquire of Agent Jones at Chicago why the provision 
which now appears as Rule 210 of his Tariff 260-D 
I.C.C. No. 3814 was first published. He says:- 

"This restriction, it develops, first 
appeared in Supplement 29 to Canadian Freight 

Association) Tariff nho.a1s=Ay Agent Ransom's 

I.C.C. no. 43, effective December 16, 1929. 

'File 1252' was shown on the corner of the 

Supplement, which I assume is the file 

reference of the Canadian Freight Association. 

The Tariff, which contained rates from places 

in Canada to places in the United States, 

was cancelled, on January 22, 1938, by No. 

Po-B,. Mr.oRansom'’s I .Cutachon LOoovrm The 

latter issue was published jointly - that is, 

as a Single tariff - with Central Freight 

Association Tariff No. 260-B, Agent Jones! 

T.0.C.) Now 3084. (The: joint: form’ of publication 

has since been continued, the current issue 

being Central Freight Association No. 260-D 

and Canadian Freight Association No. HB) 

(those are the numbers which appear in the 

Exhibit). The present Canadian publishing 

agent is Mr. G. F. Smith, of 276 St. James 


St. West, in Montreal. Rule 210 as published 
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in the current issue is in the exact form in 

which it was Originally published in Canadian 

Freight Association Tariff No. 3-4, 4.110014 

more than twenty years ago." 

Now, can you tell me why the American railroads 
would accept your suggestion to box-in the Province 
of Alberta like that and prevent those rates being 
applied when we want to receive goods from Essex 
County over American lines? 

MR. EVANS: Now, ask him a question. 
Don't put the word "box in" in your question. If 
you ask what the facts are I have no objection. 

MR. FRAWLEY: This is no time to feel 
strongly about the matter. I. will just be as 
calm as I can about what I call the "boxing-in". 


Do you know why the American roads would concur 


| with you in the making of that rule and thereby 

| deprive themselves of hauling these canned goods 
from Detroit to Sweet Grass? 

| A. Well, there is nothing surprising about it 

| at all, Mr. Frawley. The practice of the Canadian 

railroads is just the same as the practice of 

the United States railroads. The Canadian railroads, 

if they can prevent it, are not going to permit 


the rates in the United States to break-down 


Canadian rates any more than the railroads in the 
United States would permit rates in Canada to break- 
down United States rates. It works both ways. 

Q. And you have not got - - 

A. The only differseence is, they do not have 
to put a rule in their t:iariffs like this on 


traffic going from the United States to the United 
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States through Canada, because in the United States 
they are obliged to charge the rate in their tariff, 
whereas in Canada we are not held to that rigid 
rule, but we want to see that in this instance, the 
fifth class rate on canned goods to Calgary of 
$2.59 is preserved from all shipping points to 
Calgary. 

Q. That is certainly right. Now, Mr. Jefferson, 
you know that only in a few instances and from a 
few shipping points that the rate over the Sweet 
Grass Border would beat the all-Canadian rate. 
You know that, don't you? 

A. All the more reason that it is reasonable. 

Q. I am just asking you. You know it is 
only in the few instances which would apply to 
points which are relatively close to the American 


border? 


A. That is right. 

Q. It probably would apply in the St. Catherines 
district, Welland and St. Catherines, close to 
NiagnraFalls, New York? 

me OG SENT. 

Q. But we know that it applies from the 
farther points of Essex County as appears from this 
Exhibit 136? 

I a ood: Pen = a 

Q. Now, I put it to you, far from being an 
additional reason, I put it to you that you are 
pretty unreasonable to prevent the receiver in 


the 
Alberta from using these American rates in admittedly 


few instances in which he could use them. What do 
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you think of that? 

A. Ido not think there is anything unreason- 
Sweetie it abrall . 

Q. You do not think it is unreasonable to 
compel the receiver in Calgary through the insertion 
of this restrictive rule in the American Tariffs, 
you think there is nothing inimical about making 
the receiver in Calgary pay $2.59 when he might 
get it up from over the American roads for $2.40? 

A. No, sir, I don't think you or anyone else 
in Calgary would buy a tin of peas or a tin of 
any kind of canned goods any cheaper. 

Q. And that is the best answer, that it 
would not .. matter very much on one tin of peas? 

A. We are going to preserve our rates 
from Montreal and the west without having American 
rates interfere with them. 

Q.° You are ‘going to preserve them even. 1. 
you have to go over to Chicago and say: "Now, 
you scratch my back this time, and I will scratch 
yours next time"? 


A. i guess they scratched ours firey. 


(Page 16142 follows) 
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Q. Now, Mr. Jefferson, is the position of your 
reilwey regarding the restricted mixing rule in Western 
Canade @ position of neutrality? 

A. We have said so. 

Q. That is it, then. It is e matter of indifference 
to you whether the restrictions ere withdrawn or maintained? 

we Inst Le rleht. 

Q. I think Mr. Sincleir, who does not mind being 
quoted, I 3m sure--- 

MR SINCLAIR: Correctly. 
THE WITNESS: What do we say in our submission? 
MR FRAWLEY: Q. Page 13303, in volume 63. 

fe 4b heavens. fot as 

Q. ‘Nolo Mow, Twill] mead’ st tonpowmrtyvon here. Vie e 
something with respect to which I am sure you have no dis- 
agreement. Mr. Sinclair says this in opening Kis cross- 
exeminetion of Mr. Dorling et page 13303, in volume 63: 

"Mr. Darling, just keeping close to the metter 
you have been dealing wth in regard to the mixing 
rule, you understand, do you not, or on behalf of 

Alberta, that the position of the railways, both the 

Conadisn National ond Canadian Pscific, in regard to 

this carlosad mixing rule is that it is a motter of 

controversy end that 211 they wish" -- 
thet is, all the railways wish -- 

MS ae cerry out the desires of the petrms of the 

roilwaya end they feel that the matter is one which 

should be brought before. the Board if there is eny 
desire to change the existing rule?" 

A. Thet is what we sey in Pert Tis ippour) outiine 
submission. You have reed what we said in our outline 


submission. 


Q.°Ohyhyes;)° Icheve read whet has been seid. It is 
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one of neutrelity. You toke the position, let the people 
who move the traffic make up their minds, end we will go 
along in either direction -- Something of thet sort? 

. They cannot agree among themselves. 

Q. Thet is the position you take; you say they cennot 
egree. Would the railways lose much revenue if the un- 
restricted mixing rule, the one thet is good enough in 

Eastern Ceneda but epparently is not good enough in 
Western Canada, if thet were put in, would you lose much 
revenue? 

A. I do not think we have elleged that we would. 

Q. Iam just esking you. I don't know thst you have 
alleged it at all. You would not lose much revenue then? 

A. I do not know. I heve no reason to think we would 
lose e lot of revenue, because if we did we would probably 
object. to: Lt. 

Q. That is right -- just the point I wes coming to. 
So your neutrality is one that is dictated pretty well by 
your pocketbook? 

A. No; our neutrality is dictated by the policy of 
your own people right in the Province of Alberta. 

Q. IL suggest to you now -- we must not quarrel about 
it, Mr. Jefferson -- I suggest that your policy of neutrel- 
ity is dictated by the fact that you do not think you can 
defend thet iniquitous rule out there, that is ell? 

A. Not at all. The people in your own province 
cannot agree on it, Mr. Frawley. 

@. Well, that is wheat you sey; lL don't know what--- 

.. Well, I know it. I can go to Calgsry and Edmon- 
ton and get different views from different people in the 
Province of Alberta on that very question. 

Q. <All right. So you think thot becsuse these 


people out there cannot make up their minds -- there are 


f ,Wold teag ssi?) 


—_ -) 7 i F 
‘LEAs bre. ebitte tied? t gis Afen 9fTioa?, 
y . Twice Per? To ants ance wn motis thd. tents 


4 2 yeh T Oo ones _ - J .- - ol, ‘ - Md ; 
z ee ee 


i. os r ° st «a ; 
it Yoo woe sated. doy qnttiRog att eh deat wD © ae 


P ws 3 “a . / ~~ ; bs / _ : ; “<6 
w 4) euitevom sova 280l ej~ewiles off DLGow: .aende rr eat 
: - - » 
rl r 
: ; { f > § Pin» 
| wos | 1 of? . ote sinktta be edoindass 


; ’ | ¥ | 
fort ot Vitinedaege tind “beret areteaa ; 


5 
iS Ii ,Abanad ovtest 
‘ i 


o 
} ~i jMeVes 


{ : an ion 7 
se “ * - «A vd 
1 ‘ 4 v a at ‘ bf . g 
- . 
. E » da, I) Bowelfe 
- te 4 eIeSL 2S 
+7 
wu { Ee ‘ SF I oA 
' 
) ; i y I : a 
3 o- fol 96 seal 
~t oF toaldo 
af Tt 8 senT \ 
Tens Oo Bl VIL extend atior oF 
iNod Fe200g “NOY 
Cc 4 / 4 Vi ee 
| 
+ Q i 
i j Wd. iiwoO Tivoyv 
il i ; wo. 2 aua J 9 7 
a J “ yd 
: ) : Di~- moeyelIst .46M .¢) 
) , 4 - ~~ be ¢ 
‘ ! oe MG OslIstoib ei vil 
¢. 
2 i sVide ls. f w f- , 
L e if if gan? Srote 
rw & v aa 
, ‘ } y : 4 . 4 tom A 
. vem nll a ° 
: t os i ? + 1 ae e Ms _ 
«< ‘ 74% - 1M t bh “at 7 na tx sJomsIeD 
; v) 
= 


WOMKA 3 weaenvk £098 OY Satin eh geaddg , i tow Sp 


fT : EDEL oF oe) oan 4 ra 5 4 WIMty Ds et Low, > 


JUSTO TOD oobi aweby ee top bas aot. 
140300 Woovs Fest no stesaite ta eontvend et 


<-> 
a i t - +” 
i, wth eh a | 


Shand oapeced g@odd statde uoOv OF 


2 
2 
Panes 


eT3itd =-- abe inn vind ‘gu, eoism Fon 


f ai ; . 
eat hae ae ene 1 


RND 


-16144- Mr, Jefferson, cr-ex. 


differing interests -- you think it is quite 311 right 
to allow thet mixing rule to remain, which certeinly 
costs the people of Alberta more then it otherwise would? 

A. I do not say it costs them more money. 

Q. Well, I will put the case to you that just comes 
to my mind, thet milking mechines heve to be brought into 

Edmonton st 1.c.l. rates by o man who is in the business 
of buying end selling milking mechines to the deiry in- 
dustry, making his living by it, ot l.c.1. rates of over 
Pive dollars, whereas if he could put them in e mixed cer 
and move them from Toronto out there he would pay some- 
thing like two dollars sand something? 

A. You may find isoleted cases of that kind. 

Q. I don't know whether or not, it being hardwere -- 

I want to be perfectly fair sbout it, Mr. Jefferson; as 
fer as milking machines are concerned, probably the 
milking machines could go in e machine car and be put in 
@ pool car; perheps that is true; perhaps there may be 
other considerations rather then the mixing rule. But you 
know thet the existence of the mixing rule does work ea 
hardship in Western Canada, and is lorgely edvoceted now 
by the wholesale distributors and by no one else? 

A> You mean for the wixing rule? 

Q@. Yes; the people who want the present western 
mixing rule? 

“= where? 

Q. The people who now want the present western style 
mixing rule are the people whe operete wholesale ware- 
houses end nobody else? 

AY They Live in’ Albercs, 

Q. Oh yes, oh yes, they Bive in Alberte, sure. 

Now, are you going down the lime with the wholesolers 
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A. No. 

THE CHAIRMAN: Mr. Frewley, have the retoilers 
Seid enything ebout this? 

MR FRAWLEY: S such? Well, I have not made e 
Score of the people who heve supported it, Mr, Chairman. 

THE CHAIRMAN: The Retail Merchants! Associc- 
tion, for instence--- 

MR FRAWLEY: The Reteil Merchents! Association 
of Caneda heve filed s brief expressing themselves very 
Strongly in fevour of the removal of the restricted mixing 
rule in Western Canada. 

THE WITNESS: I presume you know, Mr. Frawley, 
at one time--- 

THE CHAIRMAN: Does that mean putting Western 
Canada in the issme position as Ontario? 

MR FRAWLEY: Yes, sir. That is 211 we are asking. 

THE CHAIRMAN: And you say the Retail Mer- 
chents! Association--- 

MR FRAWLEY: There is a brief filed by the Retail 
Merchants! -ssocietion of Canade on that subject. 

MR EVANS: What I cannot understand is how my 
friend Mr. Frawley is getting so excited with the witness 
over something when the witness is not taking 3 position 
on it. 

MR FRAWLEY: It is because he is not taking 2 

position on it that I em, to use your word, excited about 
it -- which I mey say I am not. 

Q. Now, Mr. Jefferson, I went to ask you 2 question 
about horizontal increeses. You mey be gled to know I have 
only one more question. 

THE CHAIRMAN: Pardon me 2a moment. On this very 


question you have just finished with, whet do you went us 


bo do? 
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MR FRAWLEY: I went the mixing rule es it now 
is in Western Canada abolished, ond I want what Onterio 
and Quebec have had for years applied to Western Caneda. 

THE CHAIRMAN: Then leter on in your argument 
you will tell us how fer you want us to go toward that and. 

MR FRAWLEY: Whether you should merely recommend, 
or there should be a-legislative change? Yes, I will, my 
lord. 

THE CHAIRMAN: ALL Pignes 

MR -.-) FRAWLEY: Q. Mr. Jefferson, let us 
assume that there is e producer of lumber at Grande 
Prairie, Alberta -- end there ere, as you probebly know? 

nS ess Bits 

Q. And thet he is shipping lumber to Toronto? 

he NGS, Sal. 

@. And let us essume also that there is a producer 
of lumber et some point on your line west of Chapleeu -- 
Nicholson I think is one of the large stations there, 
isn't it, or is that the name of the lumber company? It 
is also the name of the station, isn't it? 

A. Nicholson or Sultan -- eny of those points. 

Q@. Now, let us assume that the price in Toronto, in 
the market to which they ere both shipping, increases 20 
per cent? 

Re overs. SLs 

Q@. And let us assume that the costs at Grande 
Proirie, the producer's costs at Grande Prairie, of 
getting the lumber out ready for the reils, and also eat 
Nicholson, both increase by 20 per cent? 

Ay Yes, sir, 

Q. Now then, if each producer's freight rate 1s 


increased by 20 per cent, then 4s not the Grande Prairie 


producer ot o greater disedvontoge then he wes prior to 
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the increase? 

A. With nothing for the railway? 

Q. No. I don't know whether you followed me. I 
simply say, is he not at e greater disodventege freight- 
rate-wise--- 

THE CHAIRMAN: As compared to the man--- 
MR FRAWLEY: As compered to the man st Nicholson. 
Mier 15 ail I am asking. 

Q. Don't you egree thet he is? 

&. Fer hundred pounds, yes. 

Q. Yes, per hundred pounds. His rate has gone up 20 
per cent, and that of the men at Nicholson has gone up 20 
per cent; the rate from Grende Prairie wes before the 
increase much greater than the rate from Nicholson? 

fs, LAU Se Ya ghia, 

Q. Both rates are increased the same percentage? 

A Yes, Sirs 

Q. By the horizontel percentage increase. I put it 
to you thet the Gronde Prairie producer ie 9b a greater 
dissdventage every way, as far as freight retes are con- 
cerned, than he wes prior to the increese. He has 2 
harder time to meintsin his position in the Toronto market 
as egeinst the man in Nicholson then before the increase? 

A, The man et Grande Proirie hes hed his rate in- 
creased more per hundred pounds then the shipper at 
Nicholson. 

Q@. Yes. Now, I say assume the fact that the price 
at Toronto goes up 20 per cemt, that the costs at Grande 
Prairie go up 20 per cent, amd the costs 3t Nicholson go 
up 20 per cent. Now, that alll takes place before there 


is this flat horizontel perecentege increase, end then 


there is the increase applitied to both of those people, 


who have both had the incree:sse in costs and the increase 
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in price, but their freight rete slways was more from 
Grande Prairie then from Nicholson. Suppose it wes -- I 
don't know whet it would be -- if it was e dollar from 
Grende Prairie it might be fifty cents from Nicholson, 
perhaps? 
Re LES, Sits 
Q. Something like that. And then you put 20 per cent 
on it. Then are you ssying that the position of the man in 
Grande Prairie is not worse before the increase then after? 
A. On your assumption he is, but I do not think it is 
a proper essumption. 
THE CHAIRMAN: Q. Whet is wrong with it? 
A, Well, I think the price et Toronto has gone up 
more than 20 per cent. 
MR FRAWLEY: Oh, well! Thenk you very much, Mr. 


Jerrerson, thav is*alh: 


CROSS-EXAMINED BY MR BARRY: 

Q. Just continuing, Mr. Jefferson, with Mr. Fraw- 
ley's lest question with respect to horizontal increases, 
did you read the evidence of Senator Fogo, who testified 
for Algoms Steel? 

ae Ni, oat 

THE CHAIRMAN: Who testified for what? 
MR BARRY: He appeared on pehelf of Algome Steel. 
@. And did you read the evidence or hear the ergu- 
ment of Mr, Forsyth in Momtreel? 

Ree How eit 

Q. Well, in line witsh whot Mr. Frawley has seid, 
don't you agree that the eextre amount of freight, emount- 


ing in some of those cssese to millions of en incresse, 2s 


compsred to the competitors in Hamilton, is thet much of 2 


drain on the profits of thnat compeny, competitivewise? 
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A. As I said in my direct evidence, so long as the 
price of the erticle has gone up by the same percentage 
or a greater percentage then the increase in freight 
rates, the more distant Shipper is not at any greater dis- 
edvantege or as great a disedventege es he was before the 
increase in freight rates, 


THE CHAIRMAN: Q. The word "disadvantage" is 


used there; do you mean disodvanteage with respect to the 


producer nearer the market? 

he wes, Sin; 

MR BARRY: Q. How do you explain, Mr. Jefferson, 
then, thet the I.C.C. have made these exceptions, if your 
theory is correct? 

A. Well, I am not going to attempt to explain why 
they made the exceptions, but I have said that the excep- 
tions were mede, many of them on application of the rail- 
ways and meny of them initiated by the Commission. 

THE CHAIRMAN: Q. Initieted by whom? 

A. The Commission. 

MR BARRY: Q. You think, then, thst when Senator 
Fogo end Mr. Forsyth and Mr, French of Enamel Heating 
compleined of their position being affected greatly in 
competition, they ere just imagining it? 

A. They are only expressing it because their spread 
per hundred pounds or per ton has been increased from the 
more distent point to the market than from the neer-by 
producing point to the market, and they naturally say, 
"Oh, thet increase in the diffetrence comes out of my net,” 
but thet does not meke it not juystifisble. 

Q@. That is where you disagr*ee with the 1.C.C. 
statement thet Mr. Smith read to ytou the other dey? 

As.) Yeseq sues 

THE CHAIRMAN: What did thet statement say? 
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MR BARRY: The «statement discussed the effects 
of horizontel increases, Mr. Chairmen, to the effect that 
it destroyed the position of some competitors end mede it 
impossible for them to reach the morket, or in effect 
could at times put them out of business. I am pere- 
phrasing whet it ssid, Now, the first part of the state- 
ment Mr. Jefferson egreed with the £.G.G.%, bUt he did nop 
agree with the second part, thet it could affect them to 
thet extent, that they would not get into the merket, or 
be put out of business. 

Q. Mr. Jefferson, would you look sat Exhibit 142? 

THE CHAIRMAN: What is Exhibit 142 sbout? What 
is the exhibit? 

MR BARRY: Comparison of rates between Detroit 
end Buffelo end Bengor, Mr, Chairman, es compared with from 
Windsor to Ssint John. 

Q. Now, you have eastbound and westbound there, Mr. 
Jefferson? 

Re (Lees Tos 

Q. Now, do you consider thet thet is a fair comperi- 
son of rates simply because they are in similer territory? 

ig) (habbo .ekte OU e 

Os Les, 

i VSR oaY . 

Q. Now, is not the westbound rate thet you quote 
not the smount that the railway receives? That is the 
amount reduced by the Meritime freight rate 20 per cent, 
ce sk ay Ok, 

A. It is what the shipper pays. 

Q. That is true; but tthat is not what the railway 

P collects? 


A. But thet is not whatt I em trying to show. I am 


trying to show what the shippoer pays. I do not think it 
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matters what the railway receives, so far es the shipper 
is concerned in the marketing of his goods. 

Q. But whot you ere interested in is how much the 
railway gets primerily; you have ssid that? 

A, Noaturelly, 

Os You are not particularly interested in the 
competitive position of some persons, because you say we 
do not have so many railways, end you do not have to worry 
about them? 

A. But we ere pointing out in this Exhibit 142 whet 
the shippers pay on eastbound end westbound traffic. 

Q. But, Mr. Jefferson, it is not a fair comperison, 
is it, because you say in the American rete thet is all 
the railway receives? 

A. I don't cere ebout that. All I am interested in 
is whet the shipper poys. 

Q@. Thet is ell you are interested in? 

A In this stetement, this exhibit. 

Q. That is what I am interested in too. 

A Ves Li's 

Q. But when you compere the total rate received by an 
Americen reilweywith thet amount, thet does not tell the 
whole story, because the Canadian Pacific receives more 
than thet rate that is shown there? 

A. Westbound but not eastbound. 

GQ. hate Ts: true 

w. > Yor; 

Q. But at least to ‘thet extent it is not a fair com- 
parison, then? 

A. A fair compsrison with what the shipper peys, but 
maybe not fair with what the railway receives on the west - 


bound traffic. 
THE CHAIRMAN: @. Whet difference do you estab- 
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lish between what the Shipper pays and whet the reilwoy 
receives? 

A. Well, the point here, Mr. Chairmen, is this, that 
on westbound treffic out of the Meritime Provinces the 


TreLent: rates. 


Q. Oh, you ere telking about the Maritime freight 
rates? 

A. Yes, sir. Eastbound treffic, the Meritime Freight 
Rates Act is not spplicable. 

Q. The shipper in the case you have in mind pays 
less then the reilway receives? 

A. That is right, on westbound treffic. 

Q. On westbound treffic? 

Feel fee. Sait 

MR BARRY: The point I make there, Mr. Choirman, 
is, the amount shown there is the amount the shipper poys, 
but it is compsred with sn American rate which represents 
the emount thet the railway receives. 

THE CHAIRMAN: Well, I suppose -- or em I right 
in supposing -- that in the United States the railway re- 
ceives whet the shipper pays? 

MR BARRY: Phat is riches, six. 

THE CHAIRMAN: Whereas in Canede the railway 
receives what the shipper peys plus something else. 

MR BARRY: That is right. 

THE WITNESS: That applies to westbound only and 
not to eestbound. The eastbound part of this statement is 
both whet the shipper pays and what the reilwey receives. 

THE CHAIRMAN: What, then, is your point on this, 
Mrs Barry, 1f,.1I mey. esk? 

MR BARRY: That the comparison Mr. Jefferson 
mekes is not se representative one. 


THE CHAIRMAN: Well, it represents what he says; 
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it represents what each pays. 


MR BARRY: Thet is right, sir; but not whet the 


reilway receives, 


THE CHAIRMAN: You con do whet you like to that. 


(Poge 16154 follows) 
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MR. BARRY: Q. The comparison is further changed 
by the fact that railway wages -- a very substantial part 
of your expenses, are substantially higher in the 
United States? 

A. The expenses may be higher in the United States 
than in Canada, yes; but the spread over Montreal in this 
Exhibit, compared with Boston, is so wide that all we 
are trying to show is the reasonableness of the rates 
to and from the Maritime Provinces as compared to and 
from points in New England. Just .the spread, that is all, 

Q. You are using a reduced rate, which is not what 
you received, to show the spread westbound, . 

A. Westbound, yes. 

Q. But the average wage for a railway man in the 
States is $3,500 as compared to $2,700 in Canada? 

A. I do not know. 

Q. You do not know that figure? 

A. Noy Sirs 

THE CHAIRMAN: What is that? 

MR. BARRY: The average railway wage in the 
United States is approximately $3,500, or a little 
in excess as compared to $2,700 in Canada, 

MR. BARRY: Q. Do you know &lso the eastern 
freight rates case of 1928 before the Interstate Commerce 
Commission, when due to special considerations on that 
line, due to low density of traffic, that a higher rate 
was allowed on 2 point from Boston down * through to 
Bangor than on any other part of the district? 

A, I do know that these comparisions here that 
we mentioned ; were made from Buffalo, Detroit and 
Minneapolis . to Bangor, and from Bangor, Maine, 4s 


compared with Boston. 
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Now, on the Beston rate zone there was & 

"plus" for the added distance, we will say, beyond 
Portland, Maine, DE. your wad Ie 

Q. That would also affect the basis of the 
comparison? 

A. Quite so. But look at the big spread with a 
much shorter distance, 

Q. I appreciate that. Now, at Page 56 of your 
Part II -- and that is referring to horizontal increases -« 
but before I read, would you give the reasons to the 
Commission why you could not apply maxima in these 
increases in order to lessen the effect of them as they 
do in the Interstate Commerce Commission? Not why you 
do not, but why you could not? 

A. I gave some reasons. 

Q@. What reasons did you give? 

A. I gave them in my direct evidence. I do not 
know whether they are in this Part II or not, but I 


gave two or three reasons « why. 


Q. Why? Would you say in a few words -=- not to be 
all complete <= why you could not do what the Interstate 
Commerce Commission does? 

A. Well, one was: that we considered that a 
percentage increase or 4 horizontal increase, if you 
want to term it that -- ; 

THE CHAIRMAN: What was that? 

A. Or a horizontal increase, if you want to term 
it that, is not prejudicial to the jong haul shipper. 

I have explained that before this afternoon; 
just so long as the price increases by the same, or a 


greater percentage than the freight rates. 
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In the reasons I gave in my direct evidence, 

I said it was difficult to determine how you would obtain 
the additional revenue you needed by a lot of exceptions, 
because you do not know what traffic you handle of every 
commodity, or to the extent the maxima would come into 
DLEY ov. 

When you are handling °,.. commodity with a 
percentage increase subject to a maxima, you must bear 
in mind -=- just because the commodity may take a 20 
or 25 per cent increase over the maxima -= and then 
it doesn't mean that that maxima is always operative. 

It is only operative where the increases would be more 
than six or ten cents. | 

Q. MR. BARRY: Q. You think the Interstate 
Commerce Commission did not need to do that? 

THE CHAIRMAN: It seems to me that Mr, 
Jefferson has just said something important about 
the operation of the maxima. 

Q. What is that? 

A. What I am saying is this: 1Take an increase of 
20 per cent with a maximum of 10 cents per hundred pounds. 
Now, the maxima does not become operative until the rate 
paid is over 50 fifty cents. 

Q. Over fifty cents. 

MR. BARRY: @Q. The same conditions you refer 
oO applied in the United States when these increases 

were granted with a maximum by the Interstate Commerce 
Commission? 

Ay That is right. 

Q. But they deemed it necessary to put a maxima 
on primary products, especially on raw materials, 


in order to. justify the impact of the increase? 
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A. Yes, 


Q. But you disagree with that? 
A. Yes. 


Q. I shall now read the paragraph on Pege 56 of 
rent 11, 28nfotiows: 

"The principal distinction between conditions 
here and those in the United States lies in the 
fact that the United States railroads themselves 
are largely responsble for the practice of 
establishing exceptions to percentage increases 


based upon & maximum number of cents per hundred 


pounds. This, it is submitted, may largely be 

attributable to the fact that in the United 

States there are a very large number of small 

railway systems whose interest lies in 

maintaining industries already located on their 

lines or in inducing new industries to locate 

there in preference to locating on the lines of 

other railways closer to the principal market." 

A. Yes. 

Q. Am I to conclude from that paragraph “rom what 
you say about Canada, that your railway is not interested 
in > maintaining industries that are located on your 
line at some distance from the centre of the 
country? 

A, We are interested, Certainly, we are interested. 


THE CHAIRMAN: They say: 


maintaining industries already located 


on their lines or in inducing new industries to 


locate there. . ao 


On their lines? 
MR, BARRY: That is right. I asked Mr. Jefferson, 


in view of what he says about the fact that there are only 
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two railways in Canada, do I conclude that it does not make 
any difference to you what happens to the industries on 
your line, because they will just move to ae eae spot 
on your line anyway? 

THE WITNESS: We are interested in any industry 
on our railway, and we are certain that our horizontal 
increase would not destroy it, 

Q. So what Sir Andrew Rae Duncan said in the Duncan 
Report would be all imaginary? 

A. Yes, Sit; 

Q. And does not the fact that Ontario and Quebec 
are not represented here, those who would be least 
affected by it, while the seven other provinces are 
represented here, mean anything to you? 

A. No, sir, and I think I already said why. 

MR. BARRY: That is ail. 

THE CHAIRMAN: The brief does gc on and say that 
there are relatively few railroads, and therefore competition 
is not of the same importance. te 

MR. BARRY: That is right, looking at it from the 

standpoint of the railway alone. ; 

THE CHAIRMAN: The brief givesit as one of their 
reasons. 

MR. BARRY: From the standpoint of the railway 
they do not care. They do not have to care. 

MR, EVANS: I did not say that. It says they 
are of the same importance. 

THE CHAIRMAN: You are less inclined to care? 

MR, BARRY: Since there are only two railways, 
md they are semi-monopolies, they do not care about these 


industries which are already affected. 


THE CHAIRMAN: They have not got the same competitive 


points. 
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COMMISSIONER INNIS: Q. You would concede, I 
suppose, that the prices of different commodities would rise 
at different rates; and that in the case of some commodities 
it would not rise as rapidly as the rates had increased? 

A, That might be. But we show the prices of commodities, 
let us say, from 1939 to datee=- I do not know that you can 
find a commodity that has not increased by a much greater 
amount than the increase in the freight rates that has 
been made. 

THE CHAIRMAN: @. What effect has that on the 
respective positions of the near producer and the far 
producer? 

A. They all go. Everyone has got a higher price? 

Q. Yes? 

he And if that price has gone up -- 

Q. The distant one is paying higher freight °* 
than he did before? 

A. Per 100 pounds, yes sir. wha 

Q. While the nearer one is paying higher too, but 
not so much higher? 

A, That is right. 


Q. But he has that advantage? — 


He has that advantage before. 


Before? 


> © - 


That if his price has gone up == 


Q. Yes; but I am talking about disadvantage over 


the distant one. . 
A. If I express it properly in cents per hundred 
pounds, yes. But if his price has gone up very much more 

than the freight rates have gone UP, he is not as badly 


off as he was before. 


Q. Who are you talking about? 
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A, The long distant man, 
_ @. But I am talking about the nearer man, 
The price is the same for his product as it is for the 
distant man's product on the market. 
A, eas 
Q. But the distant man is paying more freight then _ 
he paid before, and the nearer man is paying more freight, 
but not so much as he paid before. 
A. thet is right. 
Q. Is there not still an advantage to tl nearer 
over the distant man for the product in the long result? 
Ay You (carn put it this way: that the nearer man 
is making more money than the far away man; but the far 
away man is not as bad off as he was before the 
increase took effect, 
Q. Yes; but you won't compare them for me in the 
ena results? 
at. I beg your pardon. 
Q. I say you won't compare them for me in the 
end results to tell me if I am wrong, and that the nearer 
man is not a bit better off than the distant man on 
accomnt of this. 
A. No. I sey thenearer man may be better off. 
Q. Matis just what Tsay. 
A. But I say the longer distant man is net as 
pad off as he was before, if the price has gone up by 
a greater percentage than the freight rates. 
Q. The whole controversy is because of the respective 
distances? 
A. You are going on a measure of profit, are you not? 
‘au That is what they are going on, yes. 
COMMISSIONER ANGUS: Q. Would you agree that if 
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One should try to lay down a general principle that was 

good for all situations, not for one particular increase 

in prices followed by an increase in freight rates, 

but more generally, that one would have to say it is 4 

question of examining the facts of each case ie closely 
- “ eosts 


to see whether prices have gone up, whether/had gone up, 


and whether the railway freight rates going up was a part 


of that general movement, offsetting another disturbance 
or Bading .to 16? 

A, All that would be taken into consideration if a 
shipper came to the railways and said: By reason of the 
increases in rates which have taken place, I cannot afford 
to ship any more. 

It would all be given consideration, but we 
Say that in view of what has happened, the man alone 
who is further distant from the market than the nearer 
man, and producing the same goods, he can pay the increase 
and he is better off than he was, just so long as his 
increase in price has gone up mucy much more thanh his 
freight rates. - 

‘ Q. And if it comes to appealing to the railways, 
the man has to be able to go so far as to say: I cannot 
ship any more. 

An Yes, Sits 

Q. It is really not a diminution of profits? 

A, He has got to prove his CASE» 

Q. Are you not setting the barriers rather high, 
if he has got to prove: I cannot ship eny more? 7 

Bites Ch, no. .Lé che shows that he is worse off than 
he was before, we might give him some consideration. 

But if we can show that he is better off, I do not know 


why he would need consideration. 
eeaihescsy (Page 16168 follows) 
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MR. EVANS: Before Mr. Brazier proceeds, 
and having regard to Mr. Barry's cross examination 
when he again referred to the question as to who 
was responsible for originating the scheme for 
exceptions - - 

THE CHAIRMAN: Who was responsible for 
what? 

MR. EVANS: For originating the scheme 
for exceptions, I wanted to put on the record 
some references to the Interstate Commerce Commission 
Cases. We have already discussed in part Ex Parte 
74, 5° 1.C.C. In that Case the Iic4c, Perused ao 
make exceptions. 

THE CHAIRMAN: Would you tell me what 
page of your Brief we were discussing? 

MR. “SVANS!: It. is not in our riers ae 
is apropos of the discussion whcch raged when Mr. 
Smith and also Mr. Barry were cross examining Mr. 
Jefirerson., 

THE CHAIRMAN: Yes, but I remember there 
was some particular page in one of the two volumes 
of your Brief. 

MR. EVANS: The one that Mr. Barry was 
referring to was page 56 of Part 2. I am just 
discussing paternity at the moment. 

At 58 1.C.C. page 220 there is a very 
substantial amount of discussion as to whether 
exceptions should be made. In that case the 
railways did not propose any and in that case the 
I.C.C., although pressed to do so, did not make any. 
Then, as Mr. Smith pointed out, there was a case 


about 1931 where the railways did not Make any 
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exceptions but mhere the I.C.C. refused the increase. 

Now, the first Case where the railways proposed 
the exceptions and where exceptions of this kind 
were put into effect was Ex Parte 115, 208 I.c.c. 
gurpepe il. I only want to. read 4 paragraph from 
that. This is a paragraph in the Judgment of the 
Interstate Commerce Commission describing the 
applicants! proposal: 

"In the various general proceedings 
involving horizontal changes in the general 
rate level in the past two decades, the 
issues have generally revolved around 
proposals to apply a uniform percentage 
increase or reduction to all. rates... Ths 
present proposals depart from the uniform 
percentage plan. For the most part an 
increase of 10% in the present rates is 
proposed subject to certain maxima and 
exceptions, and some commodities would be 
subject to increases of flat amounts instead 
of percentages, while others would be 
exempted from any increase, and in still other 
instances increases are proposed only for 
the longer hauls, beyond what applicants 
believe to be the zone of most acute truck 
competition. As there are also schemes 
proposed territorially, exceptions prevail 
in mountain territory " 

I say, there is the birth of the exceptions which 
we have been talking about. 


THE CHAIRMAN: Now, I see we have already 
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had Ex Parte 115? 


MR. EVANS: Yes, but we never had any 


reference to that particular paragraph. 


—— em ee ee ee 


CROSS-EXAMINATION BY MR. BRAZIER 


Q. Mr. Jefferson, I presume you will be glad 
to know that I am the last provincial counsel to 
discuss these matters with you. To start with, 
Mr. Jefferson, I have a few general miscellaneous 
questions I would like to discuss with you before 
going on with my principal cross-examination. You 
will recall’ that during the 30 Percent Case, “ne 
railways were asking for a 40-cent per ton increase 
on coal. That was your original application, 

IL believe? 
he . think So, yes. Yes, that. Was Tigo. 


Q. 


i? ¢ 


and it was part of your case in regara 
to the dire financial necessity of the Canadian. 
Pacific Railway that rates be increased? 

Piet 8 VC's ett s 

Q@. And you were granted by the revision in 
thet case, in the 2l Percent Case, a 2b=-cent 
increase on coal? 

ee. iat 287 PLenas 

Q. Now, I am advised, Mr. Jefferson, that 
just shortly after you put into effect the 25-cents 
a ton increase, you reduced the rate on Alberta coal 
to Vancouver by 85¢. Is that information correct? 

A. That may be. I do not recall whether we 


reduced the rates on coal from Alberta to British 
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Columbia before or after the 21% increase, but the 
reduction had nothing to do with the increase. 

Q. But at the same time you felt that you 
could, in spite of your dire financial necessity, 
decrease that rate by 85¢? 

A. The reason for that decrease in the rates 
on coal from Alberta and Eastern British Columbia 
to the Coast was to place the rates on a reasonable 
relationship with the rates from points on the 
Canadian National Railways to the Pacific Coast. 

Q. And had'nt they been in relationship 
before? 

Pop Ny. eee, 

Q@. What wss your rate prior to that time, 
do you know? 

A. My recollection is that from Drumheller 
it was around 25-cents per hundred weight, that 
would be $5.00 a ton. 

Q. And what was the rate from the closest 
Canadian National similar point? 

A. I do not recall, but I know it was much 
lower, but the reduction had nothing to do with 
the increase; it was merely made to place the mines 
on the Canadian Pacific Railway in a position to 
reach the Vancouver market in competition with mines 
on the Canadian National Railways. 

Q. Your rate previous to that though, had been 
1y erirect for many years, hadn't it? 

Ah. Yes. 


Q And it was just at that time that you felt 
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A. Not because of the increase, but because 
we had made up our minds we were going to do it. 

We had applications to do it for years, but we. had 
always refused to do it, but we finally determined 
te would be in our own interests to do it. 

Q. Has your traffic increased since that time? 

A. “lt would say yes. 

Q@. You would not have the tonnage figures 
Stooecoee- ay all? 

yee UNO. 84 P'. 

Q. Now, the Canadian National made no reduction 
at that time, nor have they since? 

a, No, sir, they would not. If they Nad 
increased we might not have had to reduce, but we 
had to try to place our rates on a reasonable 
relationship with theirs. 

@. Your traffic in coal from Alberta and 
Eastern British Columbia points to Vancouver has 
been increasing considerably in the last few years? 

Ae 2. woudd say so. 

Q. Now, there was one other small point, 

Mr. Jefferson. A few years ago the Canadian 
Pacific built a branch line from South Penticton 
to Osoyoos, close to the American border? 

hy. Mes, S27 

Q. Now, do you grant Osoyoos the same rate 
as you do Penticton? 

A oP ge ack s 

Q You charge a differential? 
fi» “Yee sie 
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And that amounts to how much? 
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A. My recollection is, that when the line was 
completed and turned over to the railway from the 
construction company, we applied the Penticton rates 
plus 2¢ per hundred. 

Q. What distance is it from Osoyoos to the 
connection with the line? 
| A. From Penticton to the end of the line, I 
think, is between 20 to 25 miles. 

Q. Now, you have another branch in the 
Okanagan Valley which goes up to Lumby. Do you 
know that? 

A, Yeo, 62. 

Q. Do you charge a differential on tnet: 22ne7 

to TNO Sr 
Q@. And it is about the same distance, ten 't 
RU? 

A. “That may des 

Q. What was the real purpose of the 2¢ 
differential on the Osoyoos line? 

A. It was an agreement between the railway 
and the shippers on the Osoyoos branch south of 
Penticton that we would apply the Penticton 
rates plus 2¢. 

@. Who were the shippers represented at 
that time? 

A. Who were they? 

OQ. = Yeu. iy snformation is that they have 
been protesting because of this differential 
for some time? 

A. They have been protesting in the last 


year or two because they now want us to remove the 
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differential which they agreed to. 

2. I presume some of the shippers who were 
there agreed to pay the differential? 

A. They all agreed to it. 

THE CHAIRMAN: They must have some 
reason for asking you to change it? You say they 
are asking you to change it? 

A. They are asking now, that the differential 
be removed. 

Q. Which they agreed to? 

Ae Yes, e4r., 

@. What reasons are they giving for having 
it removed now? 

A. The reason is to obtain a lower freight 
rate. They now want to place their rates on the 
Same basis as Penticton or what their mileage would 
give them on the Penticton basis. 

Q. <A question of competition with Penticton? 

Ay  Ye8, Sir. 

MR. BRAZIER: 18 it a usual practice of 
the pailway to give the same rates in areas such 
as we are speaking of now, when they are protesting - 
common practice? 

&. In the main it is. This was a special 
arrangement with the people south of Penticton when 
that line was built and taken over. 

COMMISSIONER INNIS: What would be the 
character of that arrangement; that is to say, was 
it a matter of calling them together and saying: " 
"Will you accept this arrangement?" or "Will you 


agree not to file a complaint to the Board?'"? 
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A. Well, my recollection is that it was 
letters from the lumber people, from the shippers 
of fruit and vegetables, through the British 
Columbia Tree Fruits, and maybe at that time - 

I don't know whether there was both the British 
Columbia Tree Fruits and - I have forgotten the 
name of the other; there were two. 

MR. BRAZIER: British Columbia Shipping 
Federation? 

A. Maybe, but..that. was not. the name. I. had 
in mind. There were two sortsof industries in 
the fruit producing industry, and then they were 
merged into the British Columbia Tree Fruits who 
LoOoW Over all. 

COMMISSIONER INNIS: Would not there be 
documents? 

A. No, letters from them to the railway saying 
that they were prepared to pay.the Penticton rates 
plus 2¢ per hundred if we would complete the line 
and take it over from the construction company. 
They wanted the service of the railway. They did 
not have it before; there was no railway there. 

®. It is -not.a comparable sort of thing wo 
an agreed charge? 

A. No.siv, nothing in 7aeitr plone ly 
that the tariffs were published on the basis 
agreed on between the railway and shippers in that 
area. 

Q. But there must be a contract of some sort, 
and presumably the contract woukd come in the form 
of these letters? 


A. Yes, you would consider letters as a contract. 
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MR. EVANS: There would be no enforcement 


contract. 

COMMISSIONER INNIS: That is what I was 
wondering. 

MR. BRAZIER: Would you have that letter 
from the British Columbia Tree Fruits? 

A: Myo recollection: tsi that. wer had) onex 
Q. Can you check up tomorrow and find it? 
A. We would have it in Montreal. 

MR. EVANS: What was it you meant by 
io, vir Brazier, [siis. important? 

MR AUBRAZIGR YY Wostner Sindy 16 cong 
to be any trouble to get it. 

THE CHAIRMAN: These shippers had no 
alternative means of shipping? They are confined 
to the railway anyway? 

MR. EVANS: They used to ship down there 
by truck, and my understanding is that they were 
most anxious to have this railway built, and, as 
Mr. Jefferson has just said, in order to get this 
railway built they made this agreement that LF 
the railway were built and finished, they would 
consent to a 2¢ charge over the rate to Penticton, 
but it is not an enforeable contract . 

MR. BRAZIER: Actually, Mr. Jefferson, 
your line is at South Penticton? 

A. Yes, Sip. 

Q. -And you have to switch both to Penticton 
and to Osoyoos? 

A. From South Penticton, yes, but this 


agreement (call it an agreement, if you will) the 
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shippers in that area were trucking their goods to 
South Penticton and the Penticton rates plus o¢g 
reduced their transportation charges. 

Q. Now, on a somewhat similar matter, Mr. 
Jefferson, are you aware of the fact that last 
Spring Mr. Ham of the Express Company went out 
to the QOkanagan Valley in regard to the revision 
of express rat@on stoned fruits, cherries, and 
soft fruits? 

A. I know he went out there, yes, but I 
don't know what he did. 

Q. You don't know what he did? 

Pod NO, 36 Ur 

Q. You know that as a result of that new 
rates were published? 

Ams Yee. 

THE CHAIRMAN; You are talking of express 
Faves? 

MR. BRAZIER: Yes, and subsequently would 
it be true to say there was some sort of a similar 
agreement at that time that the fruit people were 
satisfied with the rates that were finally published? 
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Q. You know thet subsequently © similer arrangement 
wes mede or discussion held end new rotes published for 
fruit in Ontario? 

Express rates? 

Q. Express rates? 

aoe -Ledon!t iknow. 

Q You sre not particularly femiliar with thet? 

A. I em not foemiliar with eny changes in express 
rates. All I know is thet Mr. Hem wes working on changes 
in express rates, but whet he did I do not know. 

Q. Whet I was going to put to you was this: My 
information is that while the Okanagen fruit growers were 
Satisfied with the retes that were finelly published, they 
subsequently found out thet much lower rates had been 
granted to the shippers in Onterio, end that they have been 
complaining ebout it ever since? 

&. ‘I nave no mowledge of it at ery, 

Q. You have no knowledge of it? 

fen NOISE, 

THE CHAIRMAN: What market is involved there? 
The eastern market? 

MR BRAZIER: The Ontorio points would be the 
eestern, and from B.C. would be--- 

THE CHAIRMAN: I meen your B.C. people. 

MR BRAZIER: No, they would go with the soft 
fruits, I suppose, es far es Winnipeg, express. 

THE WITNESS: I would think so. 

MR BRAZIER: I would think thet would be prob- 
ably the lirmit of the express shipments of eerly fruit. 

TOHE CHAIRMAN: So there is not s common merket, 


then, betweseen them. 


7MR BRAZIER: No. 
THE CHAIRMAN: Only they feel they ere poying 
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more to get to their meorket then they ought to, because 
the producers of like products in Onterio pay less. 
MR BRAZIER: Thet is right. 
Q. Now, Mr. Jefferson, the pessenger department is 
under your jurisdiction eat the present time? 
Pe Le Date Oi 
Q@. Do you know whether you lost ony money on your 
pessenger trofiic last yeor, end if so how much? 
ie NO, SL. 
THE CHAIRMAN: Q. You do not know? 
Awe No, sir, I do not know. 
Q@. Whether they lost or not? 
NG Giles 
MR BRAZIER: Q. Do you know of the previous year? 
poet TNO Sart, 
Q. And the company -- I think this is the tenor of 
Mr. Wclker's evidence, too -- the company does not bother 
to find out whet the loss of the passenger traffic is? 
A. Well, I don't know that I would express it that 
we do not bother; we haven't the figures. 
Q. Well, you have never seen figures showing the 
loss on your passenger treffic? 
AS NO, Baie. 
THE CHAIRMAN: There is no segregation of account- 
ing -- is that it? Is that whct you mean, Mr. Brazier? 
MR BRAZIER: Well, I think thet is probably the 
cause of) 2G. 
Q. But you were eble to work out the loss on the 
passenger traffic in Western Caneda? 
A. We were able to? 


Q MR BRAZIER: Probably I could get that efter, 


my Jord. 


Q. But the table in your brief shows a loss on pes- 
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Senger treffic in Western Canada of 2 substantial amount 


of money each yeer? 
A. What table? I don't know, Mr. Brazier. 

MR BRAZIER: Well, we will look it up. 

MR EVANS: ‘That ts St page*166,"and that? 1s=o- 

THE CHAIRMAN: Which volume? 

MR EVANS: At page 186 of Pert I, end that is 
getting into forbidden ground, but I have no objection. 

MR BRAZIER: That is not the one I am referring 
CO, NPS  EVens. 

MR EVANS: Well, the deficiency in revenue on 
passenger trein service--- 

THE CHAIRMAN: Did you sey pege 186? 

MR EVANS: Poge 186, yes. 

MR BRAZIER: Page 185, my lord; there is a 
section there, "Contribution to passenger deficit", which 
Pesds: 

"In the calculations made, the passenger por- 
tion of the expenses was eliminseted in 9 manner com- 
perable to thet used in recent presentations before 
the Bosrd of Transport Commissioners. The epportion- 
ment of the expenses to passenger train service in 
Western Canede during 1948 has shown a deficiency of 
revenue under expenses for this service of 
$165555, 054%" 

THE CHAIRMAN: Does this presentation before the 
Board confine itself to the western treffic? 

MR EVANS: No, sir. What they did before the 
Boerd wes this: The Board esked us to meke 2 statisticol 
breakdown showing the loss in. possenger traffic, and 
apperently in this study the ‘people who were making this 
grain study used ae similer method of breaking down the 


stotistical besis to show whet the loss in passenger 
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treffic was, end I Suppose they could divide that at 
Fort Williom. 

THE CHAIRMAN: Divide it et Fort Williem? 

MA EVANS *. 9 Yes) 

THE CHAIRMAN: You mean they divide it in two 
et Fort William? 


MR EVANS: Yes. It is quite easy. When we did 


frocks 


THE CHAIRMAN: Then do you mean to say that the 
total deficiency in these revenues would be 2bout 
$37,000,000? 

MR EVANS: “Ohi, I do note think’ thst Polvowaees 
ei BLT. 

THE CHAIRMAN: It does not; I see. Well, you 
soy our divide it in two et Fort William. You say thet 
in Western Canada during 1948 it has shown e deficiency 
of revenues under expenses for this service of 
$18,555,000, 

MR EVANS: Yes. 

THE CHAIRMAN: Now, that is west. 

MR EVANS: Yes. 

THE CHAIRMAN: Now, whet about the east? 

MR EVANS: I do nowt know what thet is, but I cen 
give your lordship how this was done, beceuse that refers 
to the method pursued when we were before the Board of 
Trensport Commissioners, 

THE CHAIRMAN: Is there any difficulty in 
establishing what your losses were in the whole of Canada? 
=a if there was ie loss, “l mean. 

MR EVANS: There is no way that you cen establish 
it. You can only epproeximete--- 

THE CHAIRMAN]: You have esteblished 2 deficiency 
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dollars, 


MR EVANS: Yes, but that does not defeat whet I 
em about to say to you. As we showed to the Board, these 
arbitrary and statistical Separations cen be mede, and 
they were mede for the Boord. 

THE CHAIRMAN: Between whet? 

MR EVANS: Between pessenger snd freight, and 
between Eastern and Western Canada; and all I assume is 
that the people who made this study did a similer calcula- 
tion for passenger traffic in Western Canada. 

ME BRAZIBRe« Might dt peint,oute-— 

THE CHAIRMAN: Well, is there any reason why we 
might not know whet, if ony, deficiency there is in 
passenger treffic on the railways in the whole of Canada 
year by year? 

MR EVANS: If the Commission would like a 
statisticel--- 

THE CHAIRMAN: I do not know why the railways 
would object. 

MR EVANS: We do not. 

THE CHAIRMAN: If there is a deficiency. 

MR EVANS: We do not; we do not object at all. 

All we say is that we do not keep our eccounts so that 
this is broken down in the way the I.C.C. breaks it down. 
We will be quite happy, if the Commission desires it, to 
give a statistical division for pessenger and freight 
services, as we did for the Board. We never refused to do 
it there; we only warned everybody in connection with it 
that the allocations were arbitrery. 

THE CHAIRMAN: Yes, I understand that. 

MR EVANS: That is ell. We have no objection to 
it, if the Commission wants it. 


THE CHAIRMAN: Well, it seems to me it is en 
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importent part of the Whole subject, isn't it? 

MR EVANS: Except thet no one hes told us wheat 
we are to do with it when we do file rue 

THE CHAIRMAN: I know, but it is well that we 
should know. 

MR BRAZIER: I would submit you cannot find a 
solution to the problem until you know whet the problem is, 
or the magnitude of the problem you have to meet, 

MR EVANS: If the Commission wents me to do it 

I will be very gisd to heve it done, ond if you would 
mention the yeoar you would like it for I will see whet is 
evailable. I doubt that I could do it for 1949, 

COMMISSIONER INNIS: Do I infer from what you say, 
Mr. Evans, that the arbitrary character of the breakdown 
would meke it of limited value? 

MR EVANS: That is our own view: but it will 
approximate as nearly as we can the method pursued by the 
Interstate Commerce Commission. The reason I meke that 
distinction is this, thst in the accounting system followed 
by the Interstate Commerce Commission the eccounts sre so 
kept thet the ellocations sre made as the expenses are 
incurred and put directly into the account. In our case we 
do not do that, in a great many cases. Some things are 
directly ellocable. These have to be done on a2 statistical 
basis, end I will be glad to show you or the Commission the 
kind of exhibit we filed in the 21% Case, because we have 
them in the hotel. 

THE CHAIRMAN: Well, I am in part induced to 
that consideration by the fact thet you yourselves at this 
psge 185 in the first volume of your brief take the trouble 
to ‘devote e chapter toate >You call St. "Contribution to 
Passenger Deficit". You say: 


"Tt is recognized thet this condition" -- 
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that is, the deficiency condition -- 
"is not unusual among railroads on this continent sand 
thet this deficiency in the contribution of passenger 
troin revenues must be made up from freight revenue." 

MR EVANS: Yes, 

THE CHAIRMAN: Then it seems to me it is en 
important element. 

MR EVANS: I am not objecting to it, sir. The one 
objection we have on this question of division, passenger 
and freight, we do object -- and we think we have good 
reason -- to going to the accounting expense of breaking it 
down the wey the £.C.C. does, 

THE CHAIRMAN: Well, perheps this is not the 
time to ask you to do that; but, as I say, you bring certain 
figures down to the very dollar. You advise me now, of 
course, to be careful, because that is on erbitrary system 
of division, but then you do allege from that that this 
deficiency must be made up from freight revenue. 

MR EVANS: Exactly. 

THE CHAIRMAN: Well, I think, then, we ought to 
know more about it. 

MR EVANS: We will be very happy to do it. 

THE CHAIRMAN: Not only Western Canade, but the 
whole of it. 

MR BRAZIER: I might point out to your lordship 
thet at page 116 of the ..ppendix to Part I, the statement 
there shows in detail how they arrive et that figure. 

Q. Are you familiar with that table at all? 

Ay “NO mp Sin. 

Q. It would be Mr. Liddy, I suppose, who would be 
responsible for the preparation of thet, would it? 

A. I had nothing to do with moking it up, sir. 


MR EVANS: We were preparing to call our research 
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department people and the accounting people who mede this 
cost study of grain, which would have included this, but we 
were told not to coll them, so I have not pursued it with 
them at all, 
THE CHAIRMAN: You were told not to call them? 
MR EVANS: Yes, we were esked not to call wit- 
nesses on this grain study, and this is tied up with thet. 
THE CHAIRMAN: Oh, you mean on the Crows Nest 
Pess? 
MR EVANS: Yes. This is tied up with that. 
THE CHAIRMAN: . Is it so necessarily tied up 
with that? 
MR EVANS: Well, they had to arrive at 
that figure in order to get the final figure. 
THE CHAIRMAN: Well, you will be Speaking to this 
later, I suppoOse. 
MR EVANS: I sm going to have this done for 1948, 
MR BRAZIER: Q. Mr. Jefferson, the Canadaan 
railways continue to charge 3 higher standerda passenger 
rete in the Province of British Columbia than they do in 
the rest of Canada? 
iw Ses, SLY 
THE CHAIRMAN: Whet is thet? 
MR BRAZIER: They charge a higher passenger rate, 
Standsrd passenger rate, in British Columbia then in the 
rest of Canada. 
Q. It is half a cent a mile more, I believe, in 
British Columbia? 
A. I do not know the exact difference, but I think in 
the standard fare it is half a cent higher per mile. 
Q. And it is higher on cosch fares too? 
A. . Coach? 
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Yes, but maybe not the same smount; but it is 
higher. 

Q. I think you ere right there. 

fi VOL eg ets 

Q. Now, are you of the opinion that the railways are 
still justified in maintaining that differential? 

He. Yes, Bir’, 

Q. Why? 

A. Well, I don't know that we want to go all through 
the mountain differential case now, but if you want me to 
say what I think, I say we are entitled to higher rates 
in the mountains then elsewhere in Canada. 

Q@. You would say the Boerd of Transport Commission- 
ers was wrong in its recent judgment? 

A. 1 think they were wrong. 

Qe Lesr 

Aa LL vnlnk so. 

Q. You do not feel impelled to scecept their decision 
as far as freight rates are concerned and apply it to the 
passenger fares? 

ba NOGe part 

Q. And I think you ere of the same opinion, then, 
as Mr. W:lker, that you do not intend to eliminete thst 
differential? 

A. Thet is rights 

Q. Do you know how much in the wey of revenue that 
differential=-- 

THE CHAIRMAN: You said Mr. Walker; did you 
mean Mr, Jefferson? 

MR BRAZIER: No -- Mr. Walker, the Chairman; he 
mode the same statement, I think, when he was on the 


stand. 


Q. Do you know what thet differential amounts to in 
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revenue for the Canadian Pacific Railway in one year? 

Bh} Nogisirs eros enything here, 

eRe: 40 Nauialne charged to people who were travelling 
sey from Montreal to Vancouver, would it? 

EO TeENG, Birs 

Q. They travel through the mountsins the same es the 
locsl residents of British Columbis do? 

A. They may travel cheaper. You see, when you get 
into transcontinenteal--- 

Q. Not only do they charge cheaper, but there is no 
aifferential? 

A. No, but the point is this, thet when you sre 
talking of transcontinental passenger fares, you have the 
fare from we will say Montreal or Toronto to Vencouver, 
thet cannot be higher than it would cost to go through 

Detroit, Chicago and St.Peul, and for that reason the fare 
is not on what you call a mileage tesis; it is a fare that 
does not exceed the eggregate of local fares through the 
United States. 

Q. Have the American passenger rates been increased 
at ell recently? 

A. Oh, yes, they have been increased, yes, sir. 

Q@. And you increased the transcontinental passenger 
retes at the same time? 

A: Past Sere rent, 

Q. Going to enother subject, Mr. Jefferson, in your 
evidence the other day you spoke of your inebility to get 
the American railroads to agree to through joint rates on 
fertilizer from the Trail plant? 

By) Yes,  sirs 

MR SINCLAIR: Whet page is that? 
MR BRAZIER: I heven't got the pege right here. 


Q. But generslly you seid that you head difficulty 
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in getting them to agree? 

be Hiieg 18 ripnt, 

Q. Why would they refuse to agree? 

A. Well, I explained st the time that it wes because 
they have a lot of similer plants in the United States 
which they want to protect in reaching the United States 
markets. 

Q. It was not because of the fact that the rates on 
fertilizer from Consolidated Mining snd Smelting were too 
tow ac sll, in their opinion? 

A. Oh, no. You see, we have through rates on fer- 
tilizer commodities from Warfield to points in Oregon and 
Celifornie, but when you get over in the eastern -- 1 
don't mean eastern United States, but over in the eastern 
pert of the west like into Montana, North end South Dakote, 
Wisconsin, Iowa, Illinois and Nebraska, the United States 
railroads will not agree to what we consider is a fair rate 
from Warfield, having regard -- we are not asking them to 
consider anything unreasonable, but having regard to the 
rates that they heve within their own country. 

Q. Would they be higher than you heve from Warfield 
Or. lower? 

A. No, they sre lower. That is why we want lower 
rates from Warfield. They won't join in them. 

Q. The American rates are still lower? 

Ae On, yess 

Q. How is that going to effect the competitive posi- 
tion of the American plants, if the American rates ere 
lower than the joint through rstes which you ere requesting 
the American railroads to establish? 

A. Maybe I misled you. The rates today are higher 
then the rates in the United Stetes, but we are asking for 


rates comparable with rates within the United States. 
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THE CHAIRMAN: We will adjourn now. 


---The Commission edjourned at 4:45 p.m., to meet on 
Thursdsy, February 23, 1950. 
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